
CERTIFIED COPY OF CERTAIN RESOLUTIONS ADOPTED BY THE BOARD OF
DIRECTORS WHEREBY THE ESTABLISHMENT AND MAINTENANCE

OF SECURITY CASH ACCOUNTS HAVE BEEN AUTHORIZED

RESOLVED -

FIRST: Thai ihe President or any Vicr-Praiiknl of (hit Corporation, or or
be and they hereby arc, and each of them hereby It, authorized and empowered, for and

on behalf of lliii Corporation (herein called the "Corporation"), to establish and maintain one or more
accoumi, with Lehman Brolhen Incorpoiated for the purpose of purchasing, investing in. or otherwise
•co«jir.;-s. idling, poueising. transferring, exchanging, or otherwise diiposing at. or turning to account of. or
reaming upon, and generally dealing in and with any and all formi of securities including, but not by way
of limitation, iharn. stocks, bondi. debentures, nolev scrip, participation certificate*, rights to subscribe,
option wan-ints. certificates of deposit, mortgages, choset in action, evidence* of indebtedness, commercial
paper, certificates of indebtedneu and certificates of interest of any and every kind and nature whatsoever,
•ec>-Ted or unsecured, whether represented by trust, participating and/or other certificates or otherwise;
but suih authnriialion shall not include the opening of marginal accounts or the making of short sales.

The fulleu authority at all times with respect to any such commitment or with respect to any transac-
tion dremeil by any of the said officers and/or agents to be proper in connection therewith is hereby con-
lerrrrl. including authority (without limiting the generality of the foregoing) to give written or oral instruc-
tions to Lehman Brothers Incorporated with respect to said transactions: to bind and obligate the Corpora-
tion to and for the carrying out of any contract, arrangement, or transaction, which shall be entered into by
any such officer and/or agent for and on behalf of the Corporation with or through l,ehinan Brothers Incor-
porar.tl: to pay in cash or by checks and/or drafts drawn upon the funds of the Corporation such sums-'
as may be necessary in connection with any of the said accounts; to deliver securities to, and deposit funds
with. Lehman Brothers Incorporated: to order the transfer or delivery nf securities to any other person
whatsoever, and/or to order the transfer of record of any securities to any name selected by any of the said
officers or agents: to affix the corporate seal to any documents or agreements, or otherwise: to endorse any
securities in order to pass title thereto: to dirrcl the sale or exercise of any rights with respect to .my irrurt-
ties: to sign for the Corporation all releases, powers of attorney and/or other documents in conneiiion with
any such account, and to agree to any terms or conditions to control any such account: to direct Lehman
Brothers Incorporated to surrender any securities to lh» proper agent or party for Ihe purpose of effecting
any exchange or conveision, or for the purpose of deposit with any protective or similar committee, or other-
wise: to accept delivery of any securities: 10 appoint any other person or persons to do any and all things
which any of the said officers and/or agents is hereby empowered to do, and generally to do and take all
action necessary in connection with the account, or considered desirable by such officer and/or agent with
respect thereto.

SECOND: That Lrhman Brolhen Incorporated may deal with any and all of the persons directly or
Indirectly by the foiegoing resolution empowered, as though they were dealing with the Corporation directly.

THIRD: Thai the Secretiry of the Cot Deration be and he hereby is authoriud. empowtted and directed
to certify, under the seal of ihe Corporation, or otherwise, to Lehman Brothers Incorporated:

(a) a true copy of these resolutions:
(I)) specimen signatures nf each ami every person by these resolutions empowered;
(c) a certificate (which, if required by Lehman Brothers Incorporated, shall be supported by an

opinion ol the general counsel of the Corporation, or other counsel satisfactory to Lehman Brothers Incor-
porate-It that the Corporation is duly organited and existing, that Its diarter empowers it to transact
the business by these resolutions defined, and that no limitation has been imposed upon such powers by
the By-Laws or otherwise.

FOURTH: That Lehman Brothers Incorporated may rely upon any certification given in accordance
with these recslutions. as continuing fully effective unless and until Lehman Brolhen Incorporated shall
receive due written notice o* a change in or the rescission of the authority so evidenced, and the dispatch or
receipt nf any other form of notice shall not constitute a waiver of tills provision, nor shall the fact that any

I

person hereby empowered ceases to be an officer of the Corporation or bei'-jines an officer under some other
title, in any way affects the powers hereby conferred. The failure to supply any specimen signature shall not
invalidate any transaction if the transaction is in accordance with authority actually granted.

FIFTH: That In ihe event of any change in the office or powers ol persons hereby empowered, the
Seereiafy shall emiiy such changes to Lehman Brolhen Incorporated in writing in the manner hereirubove
provided, which notification, when received, shall be adequate both to terminate the powen of iht per ions
theretofore authorired, and to empower the penons thereby substituted.

SIXTH: That the foregoing resolutions and the certificates actually furnished to Lehman Brothers
Incorporated by ihe Secretary of the Corporation pursuant thereto, be and they hereby are made irrevocable
until written notice of the revocation thereof shall have been received by Lehman Brothers Incorporated.

We are pleased to welcome you as « oistcmer ol Uhman
Brothers Incorporated.

To laclUtate the procesilni ol your accoi-il. undw the
rules ol the New Tor*. Stock Exchange and othM rel'Jlatory authorities.
It Is neceiiarv to have the enclosed tonni sKned b> you. .

fleese complete and return these loons to us In the staoiped.
addressed envelope which la enclosed lor your convmlence.

Thank you 'or your kind cooperation In ttile matter.

V«y truly yiurs.

UHMAN BROTHERS ll-.-ORPOMTLD

Sales Manager

W*H:|1

p S We also need *n excerpt fro your corporate
charter 8howlng power to purchase ecurltles.

Seer tary to Bruce Potter
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CERTIFIED COPY OF CERTAIN RESOLUTIONS ADOFFED BY THE DOARO OF
DIRECTORS WHEREBY 1UE ESTABLISHMENT AND MAINTENANCE

OF SECURITY CASH ACCOUNTS HAVE BEEN AUTHORIZED

RESOLVED -

FIRST: Thit the Prnldeni or any Vice-President of thii Corporation, or . or
be and they hereby are. and each of them hereby Is, authorited and empowered, for and

on behalf of this Corporation (herein called the "Corporation"). to atabliiii and maintain one or more
accounts, with Lehman Drotheri Incorporated for the purpose of purchasing, investing in. or otherwiie
=:m."°nng. wiling, possessing, transferring, exchanging, or otherwise disposing of, or turning to account of. or
milling upon, and generally dealing in and with any and all forms of securities including, but not by way
of limitation, shares, slocks, bonds, debentures, notes, scrip, participation certificates, rights to subscribe,
option warrants, certificates of deposit, mortgage*, chosa in action, evidence* of indebtedness, commercial
paper, certificates of indebtedness and certificates of interest of any and every kind and nature whatsoever,
secured or unsecured, whether represented by trust, participating and/or other certificates or otherwiie:
but such auihoriiation shall not include the opening of marginal account! or the making of short sales.

The fullest authority at all times with respect to any such commitment cr with leaped to any transac-
tion deemed by any of the said officers and/or 'gents to be proper In connection therewith b hereby con-
ferred, including authority (without limiting the generality of the foregoing) to give written or oral instruc-
tions to Lehman Brothers Incorporated with respect to said transactions; to bind and obligate the Corpora-
tion to and 'or die carrying out of any contract, arrangement, or transaction, which shall be entered into by
any such officer and/or agent for and on behalf of the Corporation with or through Lehman Brothers Incor-
porated; to pay in cash or by checks and/or drills drawn upon the funds of the Corporation such sums-'
as may be necessary in connection with any of the said accounts; to deliver securities to, and deposit fund*
with, Lehman Brothers Incorporated: to order the transfer or delivery of securities to any other person
whatsoever, and/or to order the transfer of record of any securities to any name (elected by any of the said
officers or agents; to affix, the corporate seal to any documents or agreements, or otherwise: to endorse any
securities in order to pass title thereto; to direct the sale or exercise of any rights with respect to any securi-
ties: to sign for the Corporation all releases, powers of attorney and/or other documents in connection with
any mrh arrnuni, and to agree to any terms or conditions to control any such account; to direct Lehman
Brothers Incorporated to surrender any securities to the proper agent or party for the purpose of effecting
any exchange or conversion, or for the purpote of deposit with any protective or similar committee, or other-
wise: in accept delivery of any securities: to appoint any other person or persons to do any and all thing!
which any of the said officers and/or agents is hereby empowered to do. and generally to do and lake all
action necessary in connection with the account, or considered desirable by such officer and/or agent with
respect thereto.

SECOND: That Lehman Brothers Incorporated may deal w(lh any and all of the persons directly or
indirectly by the foregoing resolution empowered, as though they were dealing with the Corporation directly.

THIRD: That the Secretary of the Corporation be and he hereby b authorized, empowered and directed
to certify, under the seal of the Corporation, or otherwise, to Lehman Brothers Incorporated:

(a) a true copy of these resolutions;
(b) specimen signatures of each and every person by these resolution! empowered:
(r) a certificate (which, if required by Lehman Brothers Incorporated, shall be supported by an

opinion of the general counsel of the Corporation, or other counsel satisfactory to Lthman Brothers Incor-
porated^ that thr Corporation is duly organiied and exinting. that its charter empowers it to transact
the business by these resolutions defined, and that no limitation has been imposed upon such powers by
the By-Laws or otherwise.

FOURTH: That Leliman Brothers Incorporated may rely upon any certification given in accordance
with these resolutions, as continuing fully elective unless and until Lehman Brother! Incorporated shall
receive due written notice of a change in or the rescission of the authority so evidenced, and the dispatch or
receipt of any other form of notice shall not constitute a waiver of this provision, nor shall the fact that any

person hereby empowned ceases to be an officer of the Corporation or becomes an officer under some other
title. In any my affects the powen hereby conferred. The failure ti> supply any spediren signature shall not
Invalidate any transaction If the transaction ia in accordance with authority actually granted.

FIFTH: Thai la the event of any change in the office or powen of persons hereby empowered, the
Secretary shall certify such changes to Lehman Brothers Incorporated in writing in the manner hcreinabovc
provided, which notification, when received, shall be adequate both to terminate the powen of the person*
theretofore anthoriied, and to empower the persons thereby substituted.

SIXTH: That the foregoing resolutions and the certificates actually furnished to Lehman Brother*
Incorporated by the Secretary of the Corporation pursuant thereto, be and they hereby are made irrevocable
until written notice of the revocation thereof shall have been received by Lehman Brother* Incorporated.

We ar. pleased 10 welcome you a* a cuatoxwr of Lehman
Brother* Incorporated.

To leelllteie the procenlng of your ecwt. under the
relee of the New York Slock bchenge and other reouiatory euthocltle*.
It is necenery to h»»e Ihe enclosed lormi il<]ned br you. .

Pleeae coeiplete and return the«e forma to ui In the aunped.
eddreaaed envelope which I* enclo*ed (or your convenience.

Thenk you tot your kind cooperation In thl* ««ner.

Very truly yourt.

LEHMAN BROTHERS HCORFO^ATED

B. Hetvlut
Selea Henager

W*H:|I

P S We also need an excerpt from your corporate
charter showing power to purchase securities.

Seer itary to Bruce Potter

LS 002520
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CERTIFIED COPY OF CERTAIN RESOLUTIONS ADOPTED BY THE BOARD OF
DIRECTORS WHEREBY THE ESTABLISHMENT AND MAINTENANCE

OF SECURITY CASU ACCOUNTS HAVE BEEN AUTHORIZED

RESOLVtD-

FIS5T: That the Prei'dem — any ViceTreairlem of ihli Corporation, or . or
be nid they hereby are. ind each of ibrm hereby la, niiherimd and empuwned. lor and

on behalf of this Corporation (herein called the "Gorpoiaiion"). to establish and maintain one fit more
account!, with Lehman Brother* Incorporated for the purpuac ol purthasirav. investing to. or otherwise
acquiring arilfng, ponming. uanslening. exchanging, or otlierwfae dbporing of. or turning 10 account nl. or
realiiing upon, and generally dealing In and with any and all forms of •ecurllfel Including, but not by war
of limitation, shares. nocU, bonds, debenture*, notes, scrip, participation certificates, rights lo sabscribe.
option varranu. certificates of deposit, tumlgages. chosea in action. evidence* of indebledneva. commercial
paper, cettincaies of inJebirdnea and cetiiicalei of inured of any and e»ery kind and nature whatsoever,
tecured or unsecured, whether represented by trust, participailng and/or other ccttincatei or otherwise:
but <uch luthoiiiaiion thill not include the opening of rrarginal accounts ot the making of short <ala.

The fallen authority at all tfana with respect lo any tudi eonmsllnseiM, or with reaped to any tramac
lion deemed by any of the taid oRcen and/or agents lo he proper In coomaimi therewith n hereby con-
ferred, including authority (without limiting the generality of the longulng) to give written or oral Instruc-
tions to Lehman Biolhen Incorporated with reipert to aid iramadlons: In Mnd and obligate the Corpora-
tion to and for the urryin| out of any contract, arrangement, or tramKtion. which dull he catered Into by
any ruci officer and/or agent lot and on behalf of the Corporation with or through Lehman Brcxhen Incor-
porated: to pay in rain or by rhecaa and/or draft! drawn upon the fundi of the Corporation wtb sums-'
ai may be nemiary in connection with any of the laid anounta: to deliver vKnritiea to. and depmil land)
wiiK Lehman Brothen Incorporated: lo order lit* tramler or deli<rry of aeenrllln lo any other perann
whalaoever. and/or to older the rranifer of rrcord of any tecurilfa lo any name idecied hy any ol the «akl
oAken or agenu: to afix the corporaie seal to any docttmenli or agreemenu, or otherwije: 10 endunc any
aeeuritin in nrder to p>u title theteto: to tlirea the uk ot exerciae ol any llghli with raped >o any >eenr>-
ties; lo tign fof the Coiporaiioo all releate*. power* of attorney and/or other documenla in ioiioeclitj« with
any tach account, and to agree 10 any lerma or rondilioru to conuol any fuch arronni: 10 direct Lehman
Brothen lnrorpnral*d loiurrender any teruritiei lo the proper agent or party lor the porpme ol effecting
any exchange ot converiion. or for the purpote of depmil with any protective or tftnilar committee, or other-
wise: to accept delivery ol any aecuritiri: 10 appoint any other penon or penont to do any and all thing!
which any of the uid nWren and/or agenu ii hrrehy empowered lo do. and generally to do and late all
action necemry in Connertinn wtlh the account, or cnmidcred deiirahle hy such officer and/or igrnt with
mpert thereto.

SECONO: Thai Lehman Brothen trtrorporated may deal with any and all of the |nimnj directly or
indirectly by the loregoing rewluiion empowered, at though they were dealing with the Corporation directly.

THIRD: Thai the Secretary of the Corporation be and he hereby U anihoritrd. empowered and directed
to certily. under the veal of the Corporation, or otherwite. to Lehman Brothen Incorporated:

(a) a true copy of tneae reaohiliora:
. (b) rpecimen lignaturn of each and every penon by thne reaohnjom empowered;

(r) a certificate (which, il required by Lehman Bvpthen Incorporated, shall he rupported by an
opinion ol the general counsel of the Corporation, or other counsel tatnfaeuey to Lehman Brothen Inm-
Doraied^ thai ihe Corporation ii duly organited and exhtiiar. din la charter empanels il to iramaet
the business by these resolutions defined, and thai no limiuttan has been Imposed upon such powers nr
the By-Lawi or otherwb*.

FOURTH: Thai Lehman Brothers Incorporated nay rely apart any cenincatian given In accordance
with ibeae resolotiona. aa coniinuiag foOy elective unreas and amtil Lehman Brodsen Incorporated shall
receive due written notice ol a change la or the rociaaion ol the authority ao evUtmed. and the dbpatth a
receipt ol any ot>tr ron» of notice shall not comtltDtt • watver of this psmhhm. nor sbaO the lact thai any

person herel»y tiitfiuwtud ceavrs to be an oficer ol the Corporation or brcttnet an -Acer uncler tome otaer
title, in any way adecla the powess hereby conlcncd. The failure to supply am sprumco s<)rna<ure thill not
invalidate any l/ansactfon II the transaction is in accordance "iih authtiriiy a>-iually granted.

FIFTH: That In the event ol any change in the olbce or powcn of persons hereby eotpooeted. •>.;
Seuetary thai! certify ssiSt changea 10 Lehman Brothen Incorporated ID writing in tst aaauser hereinabore
provided, which noUlcallon. when neeived. shall be adecjualc both lo temu'na'r rbe powers ol the persons
theretofore authoriaed. and to tmno»» the persons thereby inbslilulrd.

SIXTH: That the loregoing teaohitkna and ihe cnuEeaies actually Inrniahrd 10 Lehman Hnthen
Incorporated by the Secietary of the Corporation pursuant tboeio, he and they hcreny wt made irrevocable
until written notice of the revocation thereof shall have been received by Lehman Bmhen Incorporated.

ii

W. arv plva»o to •»to>~ TO« as a e««to«ne of uhM«
trotlwra Ineorijoratvd.

t« taclUtatv *• procaaslno ol v«" scoouot. <nd« tk*
eatoa of OM New Tort ftoek tuckaM* «~l oth« rw»l»tonr •••I'MIUvt.
II K aveaaaair t» Kavv oiv •netoavd lor»s slw>«4 br rou. .

rlMM ecn»Ma and r««m lN.iv lor». to »• In UM •1««J~1.
aoatasaad a«v«ioi>v wtuek ls vnelostd ta rout convvnlano.

Ttank r»" 'or r<»» «l"d coopnatlon In *1« «a««.

WML-II

p S We alio need an excerpt from your corpor. i-»
charter •howlnfl power lo purchase securttte..

Secretary to Bnici Potter

LS 002521
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state of Dclaii'iire

Office of the Secretanj of State
PAGE 1

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT

COPY OF THE CERTIFICATE OF INCORPORATION OF "REGO COMPANY",

FILED IN THIS OFFICE ON THE NINTH DAY OF NOVEMBER, A.D. 1976, AT

10 O'CLOCK A.M.

LS 002522

Edward J. Fre'el, Secretary of State

AUTHENTICATION:

DATE:

971257757 08-01-97

0830921 8100 8588342
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craripxcm OP DCCORPORATIOH
(V

FegO COBpany

• * • » »

1. The naoe of the corporation is

RegO Company

2. The address of it* registered office la the

State of Delaware is Xo. 100 Vest Tenth Street, In the City

of Vilolngton, County of lev Csstla. The nane of its regis-

tered agent at such address is The Corporation Trust Company.

3. The nature of the business or purposes to be

conducted or promoted is to engage in any lawful act or

activity for which corporations say be organized under the

Oeneral Corporation Lav of Delaware.

4. The total number of shares of stock which the

corporation shall have authority to issue is one hundred (100)

•nd the par value of each of such shares is Tea Dollar*

($10.00) aaounting in the aggregate to One Thousand Dollars ~

($1,000.00).

5. DM MM and Bailing address of each Incor-

porator is as followst

RAKE HAILDTO AJPRBS3

?. J.

W. J. Rdf

R. P. Andrews

Jr.
100 Vest Tenth Street
ViUiBgton, Delaware 1960!

100 Vest Tenth Street
naton, Delaware 19601

100 Vest Tenth Street
ViLoingtoa, Delaware 19601

LS 002523
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6. Tint corporation in to have perpetual existence.

7. In furtherance and not In limitation of ttM

powers conferred by itatuu, the board of director! la

expressly authorised to Make, alter or repeal the by-lava

of the corporation.

8. Meeting! of stockholders nay b« held within

or without the State of Delaware, aa the by-laws Bay pro-

vide. The books of the corporation aay be kept (subject

to any provision contained in the statutes) outside the

State of Delaware at such place or places as nay be designa-

ted from tine to time by the board of directors or in the

by-lJtws of the corporation. Elections of directors need

not be by written ballot unless the by-lavs of the corpora^

tloa shall so provide.

9. The corporation reserves ihe right to aaend,

alter, change or repeal any provision contained in this

certificate of Incorporation, in the Banner now or here-

after prescribed by statute, and all rights conferred upon

stockholders herein are granted subject to this reservation.

WB, TOB UXDERSIGNH), being each of the incorpora-.

tors hereinbefore naoed, for the purpose of foraing a cor-

poration pursuant to the General Corporation Lav of the

State of Delaware, do s»ke this certificate, hereby declar-

ing and certifying that this is our act and deed and the

facts herein stated are true, and accordingly have hereunto

set our hands thissith day of September , 1976.

LS 002524
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State o

Office of the Secret a nj of S tci te

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT

COPY OF THE CERTIFICATE OF AGREEMENT OF MERGER, WHICH MERGES:

"GOLCONDA CORPORATION11, A IDAHO CORPORATION,

WITH AND INTO "REGO COMPANY" UNDER THE NAME OF "REGO

COMPANY", A CORPORATION ORGANIZED AND EXISTING UNDER THE LAWS OF

THE STATE OF DELAWARE, AS RECEIVED AND FILED IN THIS OFFICE THE

SEVENTEENTH DAY OF JUNE, A.D. 1977, AT 11 O'CLOCK A.M.

LS 002525

Erfu-nrd /. Freelr Secretary of State

AL'THENTICATIOS:

DATE:

971257757 08-01-97

0830921 8100M __ 8588513
DA i c:
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AGREEMENT OF MEAGER

AGREEMENT OF MERGER, dited thte 15th day (A March, 1977, pursuant to Section 252 of th« General
Corporation Law of the State ol Delaware, between RegO Company, a Delaware corporation, and
Got jonda Corporation, an Idaho corporation.

WITNESSED that:

WHEREAS, all ol the constituent corporatlona desire to merge Into a alngle corporation; and
WHEREAS, Mid RegO Company, a corporation organized under the law* ot the State of OeUware.

by Us Certificate of Incorporation which we* tiled In the office of the Secreta/y of State of Delaware on
November 9. 1976 and recorded In the office of the Recorder of Oeeda for the County of New CMtle on
November 9. 1976. hat an authorized capital stock consisting of one hundred (100) share* of common
sleek ol the par value of Ten Dollar* ($10.00) each, of which stock one hundred (100) thare* to now
Issued and outstanding and shall be cancelled upon the effective data of the merger contemplated hereby.

WHEREAS, said Golconda Corporation, a corporation organized under the law* of the State of
Idaho by ita Articles of Incorporation which was filed In tho office of the Secretary of Stale of Idaho
on January 1ft. 1927 and recorded In the office of the Recorder of Deeds for the County of Shoshon* on
January 14, 1927, hat an authorized capital stock consisting of eight million five hundred thousand
(8.500.000) sham of which seven million five hundred thousand (7.500.000) shares shall be common
slock without par value and one million (1,000,000) shalt be convertible preferred stock having a par
value of $1.00 per shere. of which stock 380.902 shares of preferred and 2,774,392 shares of common
are now issued and outstanding: and

WHEREAS, the registered office of said RegO Company In the State ot Delaware is located at 100
Weal Tenth Street in the City of Wilmington, County of New Castle, and the name ot its regislernd agenl
at such address Is The Corporation Trust Company; and the registered office of Golconda Corporation
in the Slate of Idaho is located at P.O. Box 469 In the City o( Wallace, County of Shoshone, and the
name at its registered agent at such address is Mr. Wray Featherstone:

NOW. THEREFORE, the corporations, parties to this agreement In consideration of the mutual
covenants, agreements and provisions hereinafter contained do hereby prescribe the terms and
conditions of said merger and mode of carrying the eame Into effect as follows:

FIRST: PegO Company hereby merges Into Itself Golconda Corporation and said Golconda Cor*
potation shall be and hereby Is merged Into RegO Company, which shall be the surviving corporation.

SECOND: The Certificate of Incorporation of RegO Company, as amended herein, is set forth
In its entirety and attached hereto as Appendix 1 and ail the terms enc" provisions thereof are hereby
Incorporated in this Agreement and made a part hereof with (he same force and effect as If herein set
forth bi fufl; and from and after the effective date of the merger and until further amended as provided by
law said Appendix 1 separate and apart from this Agreement of Merger shatl be, and may be separately
certified as. the Certificate of Incorporation, as amended, of the surviving corporation,

THIRD: Each share ol Common Stock and each share ot Convertible Preferred Stock of the merged
corporation which shall be outstanding on the effective date of this Agreement and afl rights In respect
thereof shal forthwith be changed and converted, respectively, Into one thare of Common Stock and
one share of Convertible Preferred Slock of the surviving corporation without any further action by the
shareholders thereof.

FOURTH: The terms and conditions of the merger are as follows:

(a) The bylaws of the surviving corporation aa they shall exist on the effective dale of this
agreement shall be and remain the bylaw* of the surviving corporation until the same shall be
altered, amended or repealed as therein provided, except that such changes than be made Initially In
order to delete Inapplicable references to the slate ol incorporation, the corporate name, the address
of B» registered office and Inapplicable dates,

002526
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(b) The director* and officer* of the surviving corporation shsll continue In office until the
next annual moling of stockholder* and vntU their successor* shall have been elected and qualified.

(c) This merger shall become effective upon filing with th« Secretary o( SUte o( Ottawa**.
However, for all accounting purpom the effective date of the merger thill be M of the dose of
butlne** on June 30, 1977.

(d) Upon the mergef becoming effective, all the property, right*, privilege*, franchisee, patent*,
trademark*, licenses, reglsuatlona and other asset* of «very kind and deecrlptlon of the merged
corporation shall be transferred to. vested In and devolve upon the surviving corporation without
further act or deed and all property, right*, end every olher Interest of the surviving corporation
and the merged corporation shall be as effectively the property of the surviving corporation **
they ware of the surviving corporation and the merged corporation, respectively. The merged
corporation hereby agree* from lime to time, as and when requested by the surviving corporation
or by Hs successor* or assigns, to execute and deliver or cause to be executed and delivered all
such deeds and Instruments and to lake or cause to be taken such further or other action aa the
surviving corporation may deem necessary or desirable In order to vest In and confirm to the
surviving corporation title to and possession of any property of the merged corporation acquired or
to be acquired by reason of or at a result of the merger herein provided for and otherwise le-cany
out the Intent and purpose* hereof and the proper officer* and director* of the merged corporation
and the proper officer* and director* of the surviving corporation are fulry authorized In the name •
of the merged corporation or otherwise to take any and all such action.

FIFTH: Anything herein Of1 elsewhere to the contrary notwithstanding this agreement may b«
terminated and abandoned by the board of director* of any constituent corporation at any time prior
to the date of filing the agreement with the Secretary of State.

IN WITNESS WHEREOF, the parlle* to this agreement, pursuant to the approval and authority duly
given by resolutions adopted by their respective botnU of director* have caused these presents to be
executed by the President and attested by the Secretary of each party hereto.

GOLCONOA CORPORATION

frtatfent

norm*? LS 002527
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I. THOMAS L SEIFEftT Secretary of RegO Company, • corporation organized and existing under
tha lawi o( the State of Delaware, hereby certify, at euch Secretary, thai the Agreement of Merger to
which (Ma certificate la attached, after having bean drat duty signed on bahall of the aald corporation
and having bean signed on b«half of GOLCONOA CORPORATION, a eof poratlon of the State of Idaho, wat
duly submitted to tha etockholderv of said RagO Company at t apaelal meeting of aald etockholders
called and held separately from lh« meeting of aloekholdara of any other corpofatlon afiar at laaat twenty
(20) day*' notlct by noil aa provWad by Section 252 and Section 251 of Title 6 of the Delaware Cod* of
1953 on the 14th day of March. 1977, for tha purpose of conalderlng and taking action upon tha propoaed
Agreement of Merger, that 100 iharea of alock of uld Corporation ware on aald date laaued and
outstanding; having voting power, that the propoaed Agreement of Merger waa approved by the etock*
holdera by an affirmative vote representing at leaat a majority of the outstanding stock of aald
corporation entitled to vote thereon, and that thereby the Agreement of Merger waa at aald meeting dUy
adopted as the act of the atockholdara of said RegO Company and the duly adopted agreement o( aald
corporation.

WITNESS my hand on thla 15th day of March, 1977.

THE ABOVE AGREEMENT OF MERGER, having been executed on behalf of each corporate party
thereto, and having been adopted aapa/ateiy by each corporate party thereto, In accordance with the
provisions of tha General Corporation Law of the State of Delaware, and the Business Corporation
Act of tha Stale of Idaho, the President of each corporate party thereto doea now hereby execute
th« said Agreement of Merger and the Secretary of each corporate party thereto doea now hereby attest
the said Agreement of Merger, aa the respective act daed and agreement of each of said corporations,
on this 15th day of March, 1977.

GOLCOHDA CORPORATION

'•crvra/y

RegO Company

^"/ PreiwenY

ereiary
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I, THOMAS L SEIFERT, 8*cretaiy of OOLCONOA CORPORATION, hereby certify, •• wch Secretary
and under the eeal of uM corporation, that the Agreement of Merger to which this certificate U attached,
•Htr having been flrrt duly tpprovod by re«o(u1lon of U* Bo«rd o» Oifecton o« OOLCONOA CORPORA.
T1ON and by ruoMton of th« Board of Director* of RegO CoopAny , and hiving b«»n dgned by the
director* of OOLCONOA CORPORATION and by the director* of RegO Company, waa duty •ubmitted
to the tfureholdftn of wW OOLCONDA CORPORATION, at a meeting of taid ihareholdere dury called
Mparateiy In the manner provided In Section 30-133 of the Waho Code, 1WT. tor calling atockholden1

meetlnfla, and that at that meeting the Agraement of Merger waa adoptad by the affirmative vote of the
hotdon of 7ft fl.li#f#fM<rtn4 mTV-H .̂̂ t. ?.1W,<5.'...), being the holder* of at leart twiHhirda
of UM voting power of all ihareoolder*. ^rM*

WITNESS my hand and the a«al of the aald GOLCONDA_COpfO9jfllON on thte 17lh day of June,
1977.

(SCAU
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I

THIS AGREEMENT Of MERGER, having been approved by resolution ol the Board of Director*
Golconda Corporation, and by reaolulton ol the Board ol Director* ol RegO Company, and having De
ifgned by the director* of Golcondt Corporelton. and algned by the director* ol RegO Company.aftJ
ihereaHer having ba«n approved by fte ihtreholdanj ol Golconda Corporation at • metUng ••P*'™*
called and held by the affirmative vole of the holderi ol at least two-thlrdi ol the voting power ol tne
ihareholdara. and having been approved by the ahareholdera ol RegO Company, at e meeting •«P"U*7
called and held, by the ttflrmatlve vole of the holder* ol at least two-third* of the vollng power oMhe
•hareholdera, the Prtildent and Secrela^ ol RegO Company, and the PreiWent and Secretary of Oo'cood*
Corporation do now hereby execute thl* Agreement ol Merger under the corporate »eal of each of *aw
corporations as the act and deed of each ol uW corporatlona. respectrvery, on thl* 17lh day of June,

OOLCONDA CORPORATION

RegO Company

(SKAU
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STATE OF ILLINOIS )
) S3:

COUNTY OF COOK )

On the 17lh day ot June, 1977, before me, • noUry public of tha State of Hllnole, personally appeared
John R. Morrlll, known to me to be Ihe President of RegO Company. one of the corporation which
«x«cut«d lh« Agr««n«nt of Metgw to which thl« it ttttchad, «nd ftcfcitiwitdotd to m« Out such corpo»
ration «xecut9<l tha a«m«.

IN WITNESS WHEREOF, I hava hereunto »M my hand and aflUad my officisl »M) the day and yaar
In thli certlflcata drat abova wrlttan.

i.
Vi• .

> (S6AU

STATE OF ILLINOIS )
) S&

COUNTY OF COOK )

On (ha Ulh day of Juna, 1977, before ma, a notary public of the Stale of Illlnola, personally appeared
John R. Morrill, known to me to be the President of Goiconda Corporation, one of the corporatlona which
executed the Agreement of Merger to which thla la attached, and acknowledged to me that auch corpo-
ration executed the tame.

IN WITNESS WHEREOF, I have hereunto tet my hand'and affixed'my official teal the day and year
In (hit certificate flrtt above written.

Notary Pwottc

(SEAU
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APPENDIX 1

CERTIFICATE OF INCORPORATION
or

RegO Company

ARTICLE 1: The name of lh» corporation to RegO Company.
ARTICLE 2: The address of IU registered office in the Slate of Delaware b 100 West Tenth

Street In the City of Wilmington, County of New Castle. The name of its registered agent at such address
la The Corporation Trust Company.

ARTICLE 3: The duration of the corporation It perpatual.
ARTICLE 4: The purpose or purposes for which the corporation Is organized are:
To buy, sell, design, engineer, manufacture, create and repair special machine*, machine parts,

|tg*. tools, dies, fixtures, precision parts, and any other product In any manner similar thereto.
To manufacture, assemble, buy. sell, hire, Install, research and develop, distribute or dispose ol

electromechanical components and assemblies, guidance components and assemblies, electropnaumatlc
components and assemblies, precise Instrumentation components and assemblies and all kinds of
goods, wares, merchandise, manufactures, commodities, machinery, tools, supplies and products,
appliances, devices or equipment, of every kind and nature.

To design, develop, manufacture, buy or market various types of control devices, regulators, valves,
welding devices, and any other devices of electrical and/or mechanical nature.

T.i design, develop, manufacture, buy or market food serving devices and facilities Including, but
not limited to, display cases, refrigeratots. serving counter*, warming devices, carbc. itors, dis-
pensers of liquids or semi-solid foods, ice cream maker*, coffee makers, utensils, and other devices
used In the preparation, storage, serving and clean up ol food or other maJerlals used or consumed by
humane. Generally to engage In and conduct any form of manufacturing or mercantile enterprise.

To locate, buy, acquire, own, lease. sell, .convey and deal in mines, and mineral lands of every
kind end nature and description, also purchase,'locale or otherwise acquire, own, enter or lease, sell
and deal in mill sites, water rights and terminal facilities; to work, prospect, or develop mines and
mineral lands of every nature or description, either for itself or tor other companies, corporations or
Individuals upon such terms or for such remuneration as It shall deem fit end proper and to accept,
take and hold mineral lands of every nature or description, either as an entirety or any interest In the
same; to hold, purchase or otherwise acquire or be interested In, and lo sell, assign, pledge or otherwise
dispose of, shares of the capital stock, bonds, or other evidence of debt Issued or created by any
other corporation; whether foreign or domestic, and whether now or hereafter organized; and while
th« holder of any such shares of stock, to exercise all the rights and privileges of ownership. Including
the right to vote thereon to the same extent as a natural person might or could do; to do everything
that may be necessary or proper In the conduct of its business In the way of locating, prospering,
developing, acquiring, buying and selling mineral lands and mining clalme of every kind, nature
and description, and working such mines and the production of ores and minerals therehom, and
in the reducing such ores and minerals to the most merchantable value, and In doing the same, to
contract, build, buy, sell, own and operate all necessary mills, smelters, machinery, roads, railroads,
tramways, ditches, flumes, and such other property as shall be fit and necessary In carrying out the
objects herein stated; to sell, buy and lease mines and mining property of ail kinds and property of every
kind and nature and description, useful and necessary In operating and maintaining the same, and
in reducing the ores and In refining the minerals taken therefrom upon commission, whether such com*
mission be paid In money or otherwise; to erect buildings, operate sawmills and engage In trade of
every kind both In stores and provisions, steam and other transportation, road bunding and engineering,
freighting and carrying. '

t
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To conduct • general mining, milling and smelting business.

To pure halt, secure, UM, own and enjoy any and all franchises useful and beneficial (or the
prosecution of the. butlneu ol thlt corporation.

To exercise (he light of eminent domain according to law and condemn and acquire right* of way
for tunnels, ahafts, hoisting work*, dumps, cut*, ditches, canals, reservoirs, atorage basins, dams, roads,
railroads and tramways Incident, necessary or convenient for the uses and purpose* and objects cl
this corporation and do all such things Incident to (he general ouslnesa ol this corporation In the State
of Delaware, In the other state* and territories of the United Slates and elsewhere, that this corporation
may desire or conclude to do business.

To buy and sell ores, bullion, metals, minerals and concentrates, and all other materials and supplies,
and to reduce ores and minerals for pay.

To engage In any lawful act or activity for which corporations may be organized under the General
Corporation Law of Delaware.

To acquire, and pay for In cash, stock or bonds of thta corporation or otherwise, the good will,
rlghta, asset* and property and to undertake or assume the whole o; any part of the obligations or
liabilities of any person, firm, association or corporation.

To acquire, hold, use, tell, assign, lease, grant licenses In respect of, mortgage or otherwise dispose
of letters patent of the United States or any foreign country, patent rights, licenses and privilege*.
Inventions, improvements and processes, copy rights, trade-mark* and trade names, relating to or useful
in connecion with any business of this corporation.

To acquire by purchase, subscription, or otherwise, and to receive, hold, own, guarantee, sell,
assign, exchange, transfer, mortgage, pledge or otherwise dispose of or deal In and with any of the
shares of the capital stock, or any vol»>g trust certificates In respect of the shares of capita! slock,
serin, warrants, rights, bonds, debentures, rotes, trust?, receipts and other securities, obligation*,
choses In action and evidences of Indebtedness or interest issued or crested by any corporation. Joint
stock companies, syndicate*, associations, firms, trust* or persona, public or private, or by the govern*
ment of the United States of America, or by any foreign government, or by any stale, territory, province,
municipality or other political subdivision or by any governmental tjency, and as owner thereof to
possess and exercise all the rights,1 powers- end pi rvfleges of ownership, Including the right to execute
consents and vote thoreon, and to do any and all acts and things necessary or advisable for the preser-
vation, protection, Improvement and enhancement In value thereof.

To borrow or raise monies for any of the purposes of the corporation and, from time to time without
limit as to amount, to draw, make, accept, endorse, execute and Issue promissory notes, drafts, bills
of exchange, warrants, bonds, debentures and other negotiable or non-negotiable instrument* and evi-
dences of Indebtedness, and to secure the payment of any thereof, and of the Interest thereon by
mortgage upon or pledge, conveyance or assignment In trust of the whole or any part of the property
of the corporation, whether at the time owned or thereafter acquired, and to sell, pledge or otherwise
dispose ot such bonds or other obligations of the corporation for Its corporate purpose*.

To purchase, receive, take by grant, gift, devise, bequest or otherwise, lease, or otherwise acquire,
own. hold, improve, employ, use and otherwise deal in and with real or personal property, or any Interest
therein, wherever titualed. and to sell, convey, lease, exchange, transfer or otherwise dispose of, or
mortgage or pledge, ell or any of the corporation's property and assets, or any Interest therein, wherever
situated

To enter into partnership or joint venture agreements with other corporations, partnership* or
Individuals.

In general, to post tss and exorcise all the power* and privileges granted by the Delaware Corpora-
lion Law or by any other law ol Delaware or by this document together with any powers Incidental
thereto, so far as such powers and privileges are necessary or convenient to the conduct, promotion
or attainment of the business or purposes of the corporation.
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The business and purpom specified In the forgoing cliusM shall, except where otherwise
expressed, ba in nowise limited or restricted by reference to. or inference from, the terms of sny other
clause In this document, but the butlneu end purposes specified in each of the foregoing clium of thle
article shall be regarded as Independent business and purposes.

ARTICCE S: The total number of shares of stock which RegO shall have authority to Issue Is
eJght million, five hundred thousand (8.500.000) of which seven million, five hundred thousand (7.500.000)
share* shall be common stock having a par value of S.01 p*". share and one million (1.000.000) shall be
convertible preferred stock having a par value of $1.00 per share. All such shares shall be fully paid
and non-assessable.

Each share of preferred stock of RagO shall be convertible Into one and one-half iharee of the
common slock of RegO upon surrender to the corporation of (he certificates of convertible preferred
slock so to b« converted, duly assigned In blank for transfer. No adjustment of dividends will be made
upon the exercise of the con/erslon privilege,

RegO shall not be required to Issue fractional shares of common e'.ock In exchange for share*
o1 iu convertible preferred stock. If any fractional interest Is due any holder of Its preferred slock, the
Board of Directors of RegO may at Its election (I) Issue non-voting scrip for such fractional Interest
in such form as the Board of Directors may determine, which scrip shall be exchangeable within ̂ period
of one year following the date of this Issue, together with other scrip, for one or more full share* of
common stock, or (II) pay an amount In cash equal to the current market value of such fractional
Interest, calculated to the nearest cent, computed on the basis of the last reported sales price for such
common shares on the Pacific Slock Exchange on the date of conversion.

The holders of the convertible preferred stock shall be entitled to receive, when and as declared,
dividend A the rale of $1.00 ptr share per annum payable quarterly. The dividends on the said preferred
stock shall be cumulative and shall be payable bolore any dividend* on the common shall be paid or
set apart. If in any year, the dividends declared and paid upon the said preferred slock shall not
amount to $1.00 per share, the deflcency shall be payable before any dividends shall be thereafter paid
upon or set apart for the common stock; provided, however, thai whenever all cumulative dividends on the
said preferred stock for all previous years shall have been declared and become payable, and the ac-
crued quarterly Installments for the current year shall have been declared, and the corporation shall have
paid such cumulative dividends for previous years, and.such accrued quarterly Installments, or shall have
set aside from its surplus or~net profits a sum sufficient for the payment thereof, the Board of Directors;'
may declare dividends on the common stock payable then or thereafter out of any remaining surplus or
net profits.

The convertible preferred shares shall be preferred as to assets as well as dlvldgnds, aa aforesaid,
and upon the dissolution, liquidation or winding up of the corporation, the holders of said pre'erred
shares shall be entitled to receive and be ; Jld for each said preferred share, out of the assets of the
corporation (whether capital or surplus) $42.00 per share where such event la voluntary or 137.50
per share where such event Is involuntary, plus an amount equal to dividends accumulated and unpaid
thereon, whether earned or declared or not, before any distribution of assets shad be made to the
holders of common shares, but the holders of said preferred shares shall not be entitled to further par*
tlcipation in such distribution, and the holders of the common shares shall be entitled, to the exclusion
of the holders of said p» iferred shares, to all assets of the corporation remaining after payment to the
holders of the said preferred shares of the full preferential amount aforesaid.

Neither e consolidation nor merger of the corporation with or into any other corporation, nor a
merger of any other corporation into the corporation, nor the purchase or redemplon of aO or any part
of the oustanding shares of any class or classes of stock of the corporation, ncr the sale or transfer
of the property and business of the corporation as or substantially as an entirety, shall be construed
to be e liquidation, dissolution, or winding up of the corporation within the meaning of the foregoing
provisions.

The holdera of the convertible preferred shares shall be entitled to one vote for each share held
and shall have the power to vote cumulatively for the election of directors. The said preferred shares and
tha common shares shall vote together as one class.
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corporation, at Ms option to be »»rt«t«d by its Board of Director*, mty redeem in whole of
m p«rt th* convert*!* pr*f*rred thatee at Any i«ex « H7JO per »hare. plut an amount equll to
dMd*«dt accvmvlattd «nd unpaid Ihereon. »h»fh*» Mined of decl«r*d Of not Payment of th* r*>
d*mp«ion prtc* of ih* Mid pr*t*r*d §har*» ih*« bt m*d* in ct*ft. Notice of auch r*d*mp»on, Hating
th* r*6omptton d4l*. Ih* redemption price AM th« place o» payment thereof ahali be grven by
mailing • copy ot tuch notice at toad thirty ()0) dayt prior to IN* dH* ftaed (of redemption to tho
hdd*a of rocord of in* MM preferred ihttM to b« r«0**T*d »t INttf r««p«cthft tddrtMN U Iho

on in* book* ot in* eorportttoiv II *wcn notic* ot r*ovnptioA tMn luv« DMA duly glvon
il on or brfor* In* rtdKnplton d*t* tp*C'A«d m »vch none* «fl tunfe n*cotMry (Of »wch rtdwnpllon

ido M M 10 b* «v«M*6i« IN«f*«Of. th*n noMIMI*ndino IMf Vty c*rtlAe*M for
«h«r** *o callod tor i«d*mpi>on tlun not h«v* b**n wirtftd***d tor ciAeolllllon. UM

h*t»ty ensN n« longer b* d<»mod outtundmg. IN* r<0M to rtcthr* dMd*nd«
c*n< lo tccni* dom tnd tR« IM dal* of r*d*fnptiOrt to (U*d *nd 18 rlghu «Uf» reapect

to »wd« p««<»trod ih«r*« to c*ll*d tor r«d«fnpuon not ttorttctori np"»d tWk torttnHih on »uch
t+to**&*fi dait <»»M «nd l«rmlnalc nc*p( only IM rtgM of Ih* noioVt (Ntfoof to rtctlv* th* tmount
p«r«6i« wpon redemption th*r*of, but wtirtoul lnt*r«*t.

Conv*fl«t« |x»f*rr*d »h*f»t whkh if* r*d**n*dl put«hM«d or o<tv*rwU« tcqulrtd by 'n*-*orpor»
tion »h«n b* c«ftc*a*d tnd ih«il no; bt rvJuuod.

In CM* »*• <orpor*llon ih*P il «ny Urn* or from Km* to twn* iwbdMd* (to outilandlng ih«/M
of common KM* mto • gr*«l*r numb*r of î ^M, Ihon vrttfi '*«p*ct to **Ch wch lubdMtlon th*
numtot oi *h*/«* of common nock d*llv«fibl« upon cortv«rtton ot Mch *M/» of COOv^lf* priftrrtd
tioc* K«f«ey dM>o/\«i*d ̂ *JI b* lncr«M*d in p^opjftlon lo U^« Incrtit* r*«wlting (torn luch KibdMtlon
ir. th* Av*b«r of Ov1»l4AdiAf |h«r*« of (.Ommon «locJk; And In c*»* 'M co«pOf«(k)n »h*ll M *ny llm*.
ot f>om tun* lo tim*. combin* In* outilindiAg »h*i«*, of common llock Into • imAll*r numMr of
«M>«*. liv«n »4h f*«p«ct 10 lOCh comfclAlllon th* rmmb«r of »>WN Of common itock 0»IN*r«blt
vpon IH4 conv*̂ on of ««Cb iMr* of C0nv««l)bl* pr*t*«(*d Hock h*f*by d«t>gn«l»d IhAH b* dKf*u*d
w proportion to In* d«c'04i« (Mulling from mch comb<A*lion In In* number of OutHAndin; tMm of
common tlock.

In c*M. prior to in* COflvefVon or r«4«mplion of th* conv*dib>* p>*(*frtd Hock, th* corporilton
iA*u b* r*c«p*Uiit*d by rKlAWbing HI «vltlAndmg common itock Into tn«/«« wIlH •»'d>ff«r*nt par
v»iv* or t^ttt th****fttr r*cl«inry any ivch iMf*« in Ilk* m«nn*r, or (h* corpofation or • tvccouor
cofp^aiiOA in** eonaoiidite or m*ig* *nh or convey att or lubttwilaity *» H» or iny tuccetior
co^o«*lion* piopety or MWU 10 any other co«po<*lton or corporationa, in* Ko<d*r of tn« convertlbl*

HOCK thali intrMtttr hav* ih* ngh| «o convert pu»w*m to and on C<» lermi and coAdllton*
dynng the urn* «peein*d heieM. M lieu of the tn*r*« tMie^or* convertible, iwch inarei ot Hock,

mum** of ai*4t« M may be if*v*d er payabi* «<nt r««p*ei to, or In eichange tor. th* number of tharee
m*«*toio'* receivabi* upon IN convertion of in* Mid pr*f«fied iixk had aocn fKipitanialion. con-
*oi«J«<»Ort, m*r«*f or conveyance not Itien p*K*; and In any tucrt event, th* rlghtt of Ih* hoW*f of
u>d (x*f*ried *h«'»e 10 M atfiutiment in th* ngmb*f of common iharet Into which laid preferred
Hock i* co«w*fitt« thaii continu* and b* p«*Mrv*d In r*ap*ct of any Hxk, i*c*iiiti«* or atteta which
ih* ho<4*« of u« p«e«eri«d Hock U inut entitled.

in th* event:
(A) TTi* corporation that! tike a r*co>d of ih* holder* of Hi common Hock for ih« purpoM

of wMKiiAf m*« to lecaty* a dividend other*** thwi in cath, or any oth*r dninbuiion In feepool
of ih* common Hock (Including caah), pwriuani to. without timiiAtion, any apiM-otf, iplH-«ft or
ditufcueon of th* corporttion'i a»Ml»; Of

(•) Th* corporation than tak* a 'ecord of (he holder* of ill common tlock for th* pu«poc*
of onualng them to tuttcrib* lor or pvchai* any ihai*« of Hock of any clan or to recelvi
any oth«r rtghlt; or

(C) Ot any clAMiflcttton. fKia»«iflc*t>on. or other reotganiiatiori of ih* capital itoek of
tn* corporation, con«ofid»tlon or maiojf of th* corporation with or Into another corporitio.1
or conveyanc* of alt or aubiUniiaiV afl of ih* aiMta of th* corporation; or
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(0) Of lh* voluntary or Involuntary diaaotutton, liquidation or winding up of tot corporation:
than, and In any auch cm, it* corporation ahan mail to lh« hoidart ol convtrtibl* prafarrad itock, at
t«aat twtnty (M) day* pi lor to auch raconj data. a notica utting th* data or aipactad data on which
a racord la to »f takan lor Ih* purpoa* o« auch dlvWaod. dulrfcuilon or right*. or tha data on which
auch cJataincation, raclaulflcalion, raorganUatio*, contolMatioA. margar, convtyanea, dliaoiutlon,
or winding up la to taka plKa, n lha caM may b*.

In cm tha corporation, al any Uma wMla co«va«iibia prafarrad ttoek thall ramato touad and
ogtiunding. inaii iafl all or lubatantiaity an HI property or dU»o»v«. liquldata or wind up Ita affair*.
th* ho<4ar of «aM prtfarrad itock may tr*i*afta< r*ea*v* upon convankxi <h*r*of In U#v of aach ih»r* of
common ttock ol th* corporation wMch luch hoWat would hav* bavn antiUad to facalvt. lha aama
kind and amount of any aacurltlM or mate aa may ba laauabla. dituibuiabia. or payibla upon any tuch
ul«. diuoiution. llqutdatlng or winding up «Hth ra«p««i to aach ina/t of common itock of tna Company.

ARTICLE 8: Al «Jl afacUona of dlrac«or» of RacjO, aach common and convaliWt prafarrad
•tockhoidor ihaii b« antitiad to aa marry voiaa aa ahaJl a^ual tha mimoaf ol vota* wMch (aicapt (or
tvcn (Movttion aa ro cumuiatlva voting) ha would ba amittad to caal for tha faction of dtractora with
ra«p«ci to Kia iharaa of Hock muiilpnad by tha numb* of dlraciort to ba aiadad. ard ha may caal
an »<xh «o<aa lor a aJrtgta dlractor or may tfatrfcuia tham among lha numbw to ba votad for, or for
my two o» mom of lb*m aa ha may a* fit *

AflTiat 7: No common or prifarrad UockhoMaf of ftagO »h«n by rtaaon of hla holding
irv»io« o< any dm hava any praompOvt or prafafantiat right to pwrchaa* or aubacrlba to any iharaa
of any rfm of ih« eorporatlon, now or haiaaflar to ba authoritad. or any noiaa, dabanturaa, bonda or
otha« aacuiuiai eonvaMlbla Into or carrying opilona or warranta to pwrchaa* anaraa of any c'aaa,
now or rwoafta* to ba aulhorliad. whathar or not th« inuanca of any auch aharaa. or inch notaa,
4«6«Atv«*«. bonda or oihar %Kurltia*. would advarvory affact tha dMdaod o' voting rlghti of auch iiock*
KOKJ**. otnar than wen righia, II any, aa lha Board ol Oiradort. In Ha dlicratlon Iron* tlma to tlrna may
0ram. and al men prica aa lha Boaid of Dlraeiort in Ha diKrotion may fix: and lha Board of Ol'tctora
may >t«ua aharaa of any c'aaa ol RagO, or any notaa, dtbanturaa, bonda or otha* Mcuriliaa convartibla
into 01 carrying opilona or warranta '0 purchaa* »har«« of any claaa. wRhout orlortng any auch aharaa
ol any cJau, aHhar in whola or In part, to lha ail»i««g af»aiaho)dafa of any claaa.

AAT1CU a-, in furtha«anet and not in limitation oi the powort confarrad by ataluta. lha Board ol
Diroctot of RagO ti wprvaary authorUad:

To mau, attar or rapt •! lha by-law* of R«gO wcapt M otharwia* providad for In tha bylaw*.
To authorUt and ciuM to ba UKutad motgagta and liana upon tha raal and paraonal proparty

To Mi apart out of any of tttt funda o> RagO availably lor drvtdanda a raiarva or raaarvat
(or any propor purpoM and lo abotlah any auch ratarva In lh« manftar in which It wai craatad.

By a ma|orlty ol lha wttot* Board, to dnignata ona or mora committava. «Kh commlltoa to
conftf of two or mo/t di/aeion) of RagO. TKa Board may daaignat* on* or mora dlraetort
aa aitarnata mombara of «ny commrtiat, who may rapiac* any abaant or dUauailflad membar
at any mMting of lha eommKlac Any auch committ*. to tha aiiant provî ad In tha raaolu*
lion or m INI byiawa of RogO. ahaJt hava and may aiafdaa tha powara of tha Board ol Olradon
In tha mwugamanl of th* bvataaM and affalia of R«gO. and may authorua lha Mai of thf
corporation 10 ba affUad to all paoon which may raquira H; providad. howavar. tha by-lawa may
p«ov>da that In lha abaaoca or dtaquaiificailon ol any mamoor of auch commifla* or committaaa,
lha mamoar or mambart tharaof praaant al any m««ilng and not dfequajiffad Irom voting, whathar
or not ha or thay conillluta a mjorum, may unanlmoutly appoint anofhar mambaf of th* Bond Of
DUacto* to act at tha moating In lh* plac* of any tuch abatm or dlaquairOad mambar.

Whan and aa authorUad by th* arfirmatlva vota of th* holdani of • majority of th* atocfc
taauad and outaunding having voting powar givan at a atockhoidara' ma«Ung duty cailad upon

9
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•uch notice M It required by statute. or when aulhorlted by the written consent of the holders Of •
ms|e<fty of th* voting stock tseued and outstanding, to Ma lease or exchange til or substantially
en of the property end asset* of RegO, Including RS good will and It* corporal* franchiios. upon
such terme and conditions and (or such coneidertttan. which may consist In wholt 01 m c>»M of
money or property Including share* of etoc* m. and/or other securities of. any other concretion
ot corporation*. M It* Board of Director* ahall deem expedient and (or in* boat Wereet* ol HogO.

ARTtae •: Mtttlngt of itockhoMara may b« hold witMn or without ina SU1« ol 0«lawara M th«
bH«wa may prov)dt, 7h« books of fUgO may b« kapt (iub|«ct lo any provUton contained In tht
tUtutM) outaida tho 8uta of Oalawa^ at «uch piaco or placaa at may bo tolgnatad from tlmt to
itm« by ih« Board of Mractora or In tho bylawt of (ho corporation. Elacdona of dlradora n«od not ba by
wrtttan ballot uniaM tha by-Jtwt of th* eorporirflon «han ao provtdo.

ARTICXC 10: Tho corporation r«Mrv« tho right to amond, aJtar, chang; or repaaJ any provision
contained h«ra4n In tha mannor now or naraahar pmcrifcxd by atatuta. vtd ail rlghta confarrad upon
itockhoidara hortln art grantad avb|od to thla rtMrvabon.

ARTICLE 11: All outslindlng option* agrMmtnts, warrsnta and olhar rtghla to purchaa* or
othorwiM r*c«hro or acQuiro sha^a of Block of Astro Controls, Inc. or Odconda Corporation shall b«
d««mfd opdona, agra«m«nta, warrantt, or olhar righto, aa tha caa« may bt, lo purchsa* or oOwrwis*
r*ca4v« or acquire undar tha swna clfcumstancM • number of sharea of tho common or convertible
preferred slock of RegO at the applicable exchange ntfa

AATICLE 12: The buslneu of the corporation shall be managed by • Board of Directors elected
by the •tockhoidera s.1 sny annual or special meeting of stockholders. Directors of th* corporation
need not be stockholders. The number of such directors shall be not lees than seven (7) nor more
man elevet (11). The exact number of director* thall be flied by the bylawt of the corpofatlon.
Vacancies In the Board of Directors shad be filled by the remaining members of the Ooard and each
person to elected shall be a director of the corporation until hie succwor shall have been elected.

ARTICLE 11: The name and mailing addraea of each Incorporaior Is M WlOwt:

F. J. OUr*. Jr. 100 Wee* Tenth Street
WRmlneton, Delaware 19801

U. J. Relf 100 Wett Tenth Street
Wilmington, Delaware 1M01

R. F. Andrews 1 00 Weet Tenth Street
Wilmington, Delaware IttOI
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WE. THE UNDERSIGNED, b«lng Meh ol th« hcorportton htftlnbttart nimad. to* tfw purpeM etf
• corporation punuaiil to th« 0««v«« Corporrtlon Uw ol D«tawir«, tfo m»kt thto c»rtJflo«t«,

o>d«r1ng and certifying lh« thlt to our *cl and d»*d *nd U* fteto Nr^n tuttd «rt MM, and
•ceortiAO»yh«vih«r»unroM(ow handi lW»24th dry o* Septwber. 1976,

/</ F. J. 06ar«, Jr. .(SEAL)

/I/ W. J. R*if .(SEAL)

/!/ R. F. Andrewt
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State' of Delau-iire

Office of the Secretanj of State

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT

COPY OF THE CERTIFICATE OF AMENDMENT OF "REGO COMPANY", CHANGING

ITS NAME FROM "REGO COMPANY" TO "THE REGO GROUP, INC.", FILED IN

THIS OFFICE ON THE SEVENTH DAY OF FEBRUARY, A.D. 1978, AT 10

O'CLOCK A.M.

0830921 8100

971257757

Edii-ard /. Fretl, Secretary of State

AUTHENTICATION;: 8588344

DATE: Q8-01-97
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ORTIPICATB OP AMEHDMENT

OP

CZRTIPICAT8 OP IHCORPOMTTOW

RegO Coapany, a corporation organized and existing

under and by virtus of the General Corporation LAW of the State

of Delaware, DOBS HEREBY CERTIFY,

FIRST: that the Board of Directors of aaid corpora-

tion, by the unanlaou* written content of ita neaberi, filed

with the ainutes of the board, adopted a resolution proposing

and declaring advisable the following amendment to the Certifi-

cate of Incorporation of said corporation:

RESOLVED, that the Certificate of Incorporation of
RegO Company, be attended by changing the Article thereof
numbered Bl* so that, as amended, said Article shall be
and read aa followst

"1. The oaaa of the corporation is
The RegO Group, Inc."

SECOND: That in lieu of a meeting and vote of stock-

holders, the stockholders have given written consent to said

amendment In accordance with the provisions of section 228 of

The General Corporation Law of the State of Delaware and written

notice of the adoption of the amendment ha* been given as provide I

in section 228 of The General Corporation Law of the State of

Delaware to every stockholder entitled to sucn notice.

THIRD: That the aforesaid amendment waa duly adopted

in accordance with the applicable provisions of Sections 2*2 and

228 of The General Corporation Law of the State of Delaware.

0020
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IK VITKESS VKKJttOP, said RegO Coapaoy has cauaed

this certificate to b« signed by R. C. Oluth lt§ Vlc«-President

and attested by T. L. Seifert, Its Secretary, thli i2»J? day of

UGO COKPART
CORPORATE SEAL
DELAWARE

RegO Company

H. c. Olutn, ?lce-
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Strife of Delaware

Office of the Secretanj of State PAGE i

I, EDWARD J. FREEL, SECRETARY OF STATE OF TBE STATE OF

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT
S*

COPY OF THE CERTIFICATE OF CHANGE OF REGISTERED AGENT OF "THE

REGO GROUP, INC.", FILED IN THIS OFFICE ON THE SEVENTEENTH DAY

OF FEBRUARY, A . D . 1981, AT 9 O'CLOCK A.M.

rrf /. Freel, Secretary of State

0830921 8100 -̂a-*" AUTHENTICATION: 8588346

971257757 DATE: Q8-01-97

LS 002542

Golc-CDAdm-1576



or CHAXCB o? LOCATION OF MOXWBWD omci
AXD KKXSTHZD AGD1T

Zt is hereby certified thati

1. The naae of the oorporttioo (h«r«intft»r otlUd
th« * corpora tion't !•

THE RECO CROUP, INC.

2. The regiat«r«d office of the corporation within
the State of Delaware is hereby changed to 306 South State
0treet» City of Dover 19901* County of Kant.

3. The registered agent of the corporation within
the State of Delaware is hereby changed to United States

1 Corporation Company, the business office of which is
identical with the registered office of the corporation as

• • hereby changed*
*

4. The corporation baa authoriiad tha ohtngti
bot* Mt forth by resolution of it» Board of
• • .

Signed on Jano*ry Jj),, 1901* •

I I

(Vioe) President
R. C. Gluth

ATTlStl

H. S, JtogwiM

«i

i
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State of Dclau'iirc

Office oftlie Secretanj of State PAGE i

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT

COPY OF THE CERTIFICATE OF AGREEMENT OF MERGER, WHICH MERGES:

"MR SUBSIDIARY, INC.", A DELAWARE CORPORATION,

WITH AND INTO "THE REGO GROUP, INC." UNDER THE NAME OF "THE

REGO GROUP, INC.", A CORPORATION ORGANIZED AND EXISTING UNDER

THE LAWS OF THE STATE OF DELAWARE, AS RECEIVED AND FILED IN THIS

OFFICE THE TWENTY-FOURTH DAY OF JUNE, A.D. 1985, AT 9 O'CLOCK

A.M.

Edicard /. FreeJ, Secretary of State

0830921 8100M ^̂ *" AUTHENTICATION': 8588345

971257757 DATE: 08-01-97

LS 002544

Golc-CDAdm-1578



8 5 0 1 7 5 0 3 1 3
E I C E D
WJH u m

AGREEMENT AND PLAN OF MERGER

AGREEMENT AND PLAN OP MERGER dated as of April M, 1985 by and among
The RegO Group, Inc. (the "Company"), The Marmon Group, Inc. ("Marmon"), and MR
Subsidiary, Inc. ("MR"), all corporations organized and existing under the laws of the
State of Delaware. The Company and MR are hereinafter collectively referred to as the
•Constituent Corporations.11

WHEREAS, the Company is a corporation organized and existing under the laws of
the State of Delaware, Its Certificate of Incorporation, as thereafter amended, having
been filed with the Secretary of State of Delaware on November 9, 1976;

WHEREAS, Marmon is a corporation organized and existing under the laws of the
State of Delaware, its Certificate of Incorporation, as thereafter restated, having been
filed with the Secretary of the State of Delaware on November 25, 1975;

WHEREAS, MR is a corporation organized and existing under the laws of the State
of Delaware, its Certificate of Incorporation having been filed with the Secretary of the
State of Delaware on March 25, 1985;

WHEREAS, the authorized capital stock of the Company consists of 8,500,000
shares of all classes of stock, of which (I) 7,500,000 f ha res are shares of common stock
("Common Stock"), par value $.01 per share (of which 2,573,259 shares are currently
Issued and outstanding) and (II) 1,000,000 shares are shares of preferred stock, par value
$1.00 per share ("Preferred Stock") (of which 333,601 shares are currently issued and
outstanding)}

WHEREAS, the authorized capital stock of MR consists of 1,000 shares of common
stock, par value $1.00 per share (of which, on the date of this Agreement, 1,000 shares
are issued and outstanding)}

WHEREAS, all of the shares of capital stock of MR are owned by Marmon;

WHEREAS, the holders of the Common Stock and the Preferred Stock of the
Company and the holder of common stock of MR are entitled to vote on this Agreement;
and

WHEREAS, the respective Boards of Directors of the Company, Marmon and MR
have approved thta Agreement, having determined that the proposed merger is in the best
interests of their respective corporations and stockholders, and the Boards of Directors
of the Company and MR have directed that this Agreement be submitted to their
respective stockholders for adoption and approval in accordance with the General
Corporation Law of Delaware;

NOW, THEREFORE, in consideration of the premises and the mutual covenants and
agreements herein contained, the parties hereto agree as follows:
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ARTICLE I

SECTION 1.1 In accordance with the provisions of the General Corporation Law
of the State of Delaware, at the Effective Time (as hereinafter defined) c.i the merger
herein contemplated (the "Merger"), MR shall be merged wi th and Into the Company,
which shall be and (s hereinafter sometimes referred to as the Surviving Corporation.
The name of the Surviving Corporation from and af ter the Effec t ive Time shall continue
to be The RegO Group, Inc.

ARTICLE Q

SECTION 2.1 The Merger snail become effective at 12:00 A.M. Eastern Daylight
Time on July 1, 1985 if the Certificate of Merger r-.ferred to in Section 2Sl(c) of the
General Corporation Law of the State of Delaware shall have been filed (n accordance
with the laws of the State of Delaware prior to such date, and If said Certificate of
Merger shall have been filed on or after said date then the Merger shall become effective
on such date and at such time as the Certificate of Merger shall be so filed (In either
such event, the effective date of the Merger being referred to herein as the "Effective
Time").

SECTION 2.2 Except as herein specifically set forth, the Identity, existence,
purposes, powers, objects, franchises, privileges, rights and immunities of the Company
shaJl continue In effect and unimpaired by the Merger, and the corporate franchises,
existence and rights of MR shall be merged into the Company, and the Company as the
Surviving Corporation shall be fully vested therewith. The separate existence and
corporate organization of MR, except Insofar as it may be continued by statute, shall
cease at the Effective Time.

ARTICLE 01

SECTION 3.1 At the Effective Time, the Certificate of Incorporation of the
Company In effect at the Effective Time shall continue as the Certificate of
Incorporation of the Surviving Corporation until thereafter amended, except that the
third and fourth sentences of Article 12 shall be eliminated and the following substituted
therefort •

"The number of directors which shall constitute the whole board shall be three
persons."

The By-Laws of the Company in effect at the Effective Time shall be and become
the By-Uws of the Surviving Corporation, until further amended, except that the first
two sentences of Section 1 of Article lit shall be eliminated and the following substituted
therefort

"Section 1. The number of directors which shall constitute the whole board
shall be three persons.*

SECTION 3.2 From and after the Effective Time, the members of the Board of
Directors of the Surviving Corporation shall be as follows: Robert C. Gluth, George A.
Jones and Robert A. Prltzker. Each such person shall hold office from and after the
Effective Time until his successor Is duly elected or appointed and qualified in the
manner provided in the Certificate of Incorporation and the By-Laws of the Surviving

- 2
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Corporation, or a* otherwise provided by law.

SECTION 3.3 Prom and after the Effective Time, the of Icen of the Surviving
Corporation shall be as follows:

Chairman of the Board and
President Robert A. Pritzker

Executive Vice President Robert C. Gluth
Secretary and General Counsel Walter S, Rogowski
Vice President Donald V. Ytterberg
Treasurer Timothy W. Stonich

Each such person shall hold office from and after the Effective Time until M»
successor Is duly elected or appointed and qualified in the manner provided In the
Certificate of Incorporation hnd the By-laws of the Surviving Corporation, or u
otherwise provided by law.

If at the Effective Time a vacancy shall exist in the Board of Director! or in any of
the offices of the Surviving Corporation, such vacancy may thereinafter be filled In the
manner provided by law.

ARTICLE [V

SECTION 4.1 At the Effective Time, by v i r tue of the Merger and without any
action on the part of the holder of any share of capital stock of the Constituent
Corporations, the manner and basis of converting the shares of capital stock of each of
the Constituent Corporations and the consideration to be received by the holders of the
shares of capital stock of the Constituent Corporations are as follows:

(A) THE COMPANY.

At the Effective Time, each share of Common Stock laaued and outstanding
(except shares owned of record by (I) stockholders seeking appraisal rights pursuant
to Section 282 of the Delaware General Corporation Law; (il) Marmon or MR; and
(III) shares of treasury stock) shall be converted into the right to receive $13.00 in
cash, without Interest, from the Surviving Corporation, but only upon surrender to
the American National Bank and Trust Company of Chicago as the exchange and
paying agent for the Merger (the "Exchange Agent") of the certificate representing
such share in accordance with Section 4.2 hereof. At the Effective Time, each
share of Preferred Stock Issued and outstanding (except shares owned of record by
(I) stockholders seeking appraisal rights pursuant to Section 282 of the Delaware
General Corporation Law; (U) Marmon or MR; and (Hi) shares of treasury stock)
shall be converted Into the right to receive $22.00 in cash, without interest, from
the Exchange Agent acting on behalf of the Surviving Corporation, but only upon
surrender to the Exchange Agent of the certificate representing such share in
accordance with Section 4.3 hereof. At the Effective Time, each share of Common
Stock and Preferred Stock held as treasury stock by the Company or owned by
record by Marmon or MR shall cease to exist and all certificates representing such
shares shall be cancelled and no cash or other property shall be issued in the Merger
In respect thereof.

- 5 -
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(B) MR.

At the Effective Time, etch share of common stock of MR Issued and
outstanding Immediately prior to the Effect ive Time shall be converted into and
exchanged for one share of common stoc* of the Surviving Corporation so that the
Surviving Corporation shall become a wholly-owned subsidiary of Marmon.
Marmon, as the sole holder of shares of MR common ttock outstanding immedia te ly
before the Effective Time, shall, as soon as possible after the Effect ive Time,
surrender the MR stock certificate to the Surviving Corporation in exchange for a
certificate representing an equal number of shares of common stock of the
Surviving Corporation.

SECTION 4.2 Except as provided in Section 262 of the Delaware General
Corporation Law, holders of Common Stock and Preferred Stock shall have no right to
dissent in respect of the Merger. Shares of Common Stock and Preferred Stock owned by
persons who are entitled to payment of the value of their shares as provided In
Section 262 of the Delaware General Corporation Law shall not be converted pursuant to
the Merger as provided In Section 4.1 above; provided, however, that shares of Common
Stock or Preferred Stock outstanding at the Effective Time and held by stockholders who
subsequently withdraw their demands for payment of the value of their shares as
dissenting stockholders or fail to establish the right to pay the value of their shares aa
provided by applicable Delaware law, shall thereupon be deemed to have been converted
Into a right to receive cash in respect of Common Stock or Preferred Stock, as the case
may be, in the same manner as provided for outstanding shares in Section 4. HA) above.

SECTION 4.3 As soon as practicable after the Effective Time, Marmon or MR
shall make available as a capital contribution to the Surviving Corporation, which shall,
in turn, provide to the Exchange Agent sufficient cash to permit the Exchange Agent to
make cash payments to holders of Common Stock and Preferred Stock pursuant to
Section 4.1 or. In the cue of dissenting stockholders after a determination of the value
of their shares, Section 4.2 above, and shall cause the Exchange Agent to mail Notices of
the Effective Time and Letters of Transmittal to holders of record of Common Stock or
Preferred Stock for use in forwarding their share certificates to the Exchange Agent.
Upon delivery to the Exchange Agent of a duly completed and executed Letter of
Transmittal and certificates respecting Common Stock or Preferred Stock, the Exchange
Agent shall cause payment to be made to such persons in accordance with the provisions
of Section 4.4 below. With respect to Debentures submitted for conversion after the
Effective Time, the Exchange Agent shall provide payment to holders, of Debentures
surrendered for conversion for a period of 180 days subsequent to the Effective Time
and, thereafter, the Exchange Agent shall provide to the Surviving Corporation all cash
then remaining for the account of such holders, as well as holders of Common Stock and
Preferred Stock not theretofore surrendered or In respect of which the fair value thereof
has not been determined, aad from and after such date the surrender of certificates,
conversion of Debentures, and payment with regard to the fair value of shares of
Common Stock and Preferred Stock shall be settled as between the Surviving Corporation
and the parsons entitled to payment in respect thereof.

SECTION 4.4 After the Effective Time, each holder (other than Marmon and, as
to treasury shares, the Surviving Corporation) of a certificate representing outstanding
shares of Common Stock and Preferred Stock (and any holder of Debentures surrendered
for conversion pursuant to Section 4.3 below) shall be entitled to receive a check, in the
amounts provided in Section 4.1 above, in exchange for and upon surrender of such
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certificate or certificate! to the Exchange Agent. If tny payment for shares of Common
Stock or Preferred Stock li to be made In a name other than that In which the certificate
surrendered for exchange was registered on the stock transfer books of the Surviving
Corporation at the Effective Time. It shall be a condition of such exchange that the
certificate so surrendered shaJl be properly endorsed or otherwise in proper form for
transfer and that the person requesting such payment shall either (a) pay to the Surviving
Corporation any transfer or other taxes required by reason of payment to a person other
than the registered holder of the certificate surrendered, or (b) establish to the
satbfactlon of the Surviving Corporation that such tax has been paid or is not payable.
On and tfter the Effective Time, no transfer of Common Stock or Preferred Stock
outstanding prior to the Effective Time shall be made on the stock transfer books of the
Surviving Corporation. Interest shall not accrue after the Effective Time on the amount
payable to a holder of Common Stock or Preferred Stock (or any holder of the Company's
7% Subordinated Convertible Debentures due January 1, 1990 (the "Debentures")
surrendered for conversion).

SECTION 4.5 Each holder of outstanding Debentures shall, prior to the date of
redemption or maturity thereof, have the right to elect to convert such Debentures in
accordance with the Indenture dated u of January 1, 1970 pursuant to which such
Debentures were Issued (the "Indenture"), subject to the anti-dilution and other similar
provisions of said Indenture, by surrender of the Debentures (or any portion thereof In an
Integral of Sl.OOO or multiples thereof) to the Surviving Corporation and, upon such
surrender, such holder shall be entitled to receive cash In lieu of the number of shares of
Common Stock into which such Debentures would have been convertible In the absence of
the Merger, plus cash payable in lieu of fractional shares, equal to $13.00 times the
number of shares which would have been received In connection with such conversion.
The runner of conversion and payment by th« Surviving Corporation (Including the
amount payable In respect of fractional shares) shall in all Instances tw subject to the
provisions of the Indenture and Section 4.4 above. Holders of Debentures shall not be
entitled to any right of appraisal In connection With the Merger. . . . . .

ARTICLE V

At the Effective Time, the rights, privileges, powers and franchises, public as well
as private, and all the property, real, personal and mixed, of each of the Constituent
Corporations, and all debts due to either of them on whatever account, Including
subscription* to shares and all otter choses in action, or belonging to either of them,
shall be taken and deemed to be transferred to, and shall be vested In, the Surviving
Corporation without further act or deed* and all property, rights, privileges, powers and
franchises and all and every other interest shall be thereafter as effectively the property
of the Surviving Corporation as they were of the Constituent Corporations, and the title
to any real estate vested by deed or otherwise in either of the Constituent Corporations
shall not revert or be In any way Impaired by reason of the Merger. At the Effective
Time, the Surviving Corporation shall thenceforth be liable for all debts, 'liabilities,
obligations, duties and penalties of the Constituent Corporations and the same shall
thenceforth attach to the Surviving Corporation and may be enforced against it to the
same extent u If said debts, liabilities, obligations, duties and penalties had been
Incurred or contracted by It. No liability or obligation due or to become due at the
Effective Time, or any claim or demand for any cause then existing against either of the
Constituent Corporations or any stockholder, officer or director thereof, shall be
released or Impaired by the Merger and all rights of creditors, and all liens upon any
property of either of the Constituent Corporations shall be preserved.

- 5 -
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ARTICLK VI

The Company warrants and represents to Marmon and MR with respect to the
Company thati

SECTION 6.1 Organization and Standing

The Company Is a corporation existing in good standing under the laws of the State
of Delaware, has the corporate power and authority to carry on the business presently
being conducted by It, and has the power to own its properties. The Company has all
requisite corporate power and authority to perform its obligations hereunder and to
consummate the Merger.

SECTION 8.2 Capitalization

The Company's capital stock is as set forth In the preamble to this Agreement.

SECTION 6.3 Options. Warrants. Rights

At the date hereof, there are no outstanding options, warrants or rights of any
character obligating the Company to issue any shares of capital stock or any securities
convertible Into or evidencing the right to purchase such capital stock, except for luch
right* of holders of (i) Preferred Stock to convert each jhare thereof into 1-1/2 snares of
Common Stock and (li) holders of Debentures to convert each $1,000 In principal amount
thereof Into 93.72 shares of Common Stock, subject in each case to adjustment pursuant
to applicable anti-dilution provisions.

SECTION 6.4 Legal and Administrative Proceedings

To the Company's knowledge, there is no suit, action, or legal, administrative,
arbitration, or other proceeding or governmental investigation, or any change in zoning
or building ordinances.affecting real property Interests pending or, to the Company's
knowledge, threatened against the business, property or assets of the Company,"or which
might materially adversely affect the financial condition or operations or the property
and assets or the conduct of the business of the Company, or which seeks to restrain,
enjoin or prohibit the Merger.

SECTION 6.5 Information Provided

The Company has furnished Marmon and MR with a copy of Its Form 10-K Report
for the fiscal year ended December 31, 1984. No representation or warranty by the
Company In this Agreement, nor any statement included in the form 10-K Report or
certificate furnished or to be furnished by or on behalf of the Company pursuant to this
Agreement, nor any information and data provided by the Company contained in the
definitive Information statement and 1984 annual report ("Information Statement") to be
mailed to stockholders of the Company for the annual meeting of stockholders to be held
to consider the Merger ("Stockholders1 Meeting") or in the Transaction Statement on
Schedule 13E-3, or in connection with the actions contemplated hereby, contains or shall
contain, at the time made, any up'rue statement of a material fact or omits or shall omit
to state • material fact necessary to make the statements contained therein not
misleading.

\.W(Y
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The Company agrees to Indemnify and hold harmless Marmon and MR, their current
•nd former offlcert, and director* and any persons who are aff i l ia tes of Harmon and MR,
from and against any and all Utilities to which such persons may become liable by
reason of any Inaccuracies or omissions contained In the Information Statement or in the
Transaction Statement, other than with respect to information furnished by Marmon or
MR to the Company for use therein.

SECTION 6.6 Financial Statements

The Company has delivered to Marmon and MR copies of the Company's audited
consolidated financial statements for the fiscai yean ending December Jl, 1983 and
1984. These financial statements are true and complete in all material respects, have
been prepared In accordance with generally accepted accounting principles consistently
followed throughout the periods covered by such statements and, at the dates of and for
the periods covered thereby, present fairly the consolidated financial position and results
of operations of the Company.

Except as and to the extent reflected in the financial statements of the Company
as of December 31, 1983 and 1984, and the notes thereto, the Company did not have as of
such dates any material liability or obligation (absolute, contingent or otherwise) of a
nature customarily reflected therein or in the notes thereto. The Company has not
Incurred any material liability or obligation (absolute, contingent or otherwise) since
December 31, 1984 other than in the ordinary course of business or in connection with
the transactions contemplated hereby.

SECTION 8.7 No Material Adverse Change

Except as otherwise contemplated herein, since December 31,1984, there has been
no material adverse change in the assets, properties, business or financial condition of
the Company taken as a whole. Except, for events, and conditions relating to business In
general, there Is no event'or condition of any character pertaining to such assets,
properties, business or financial condition that, to the Company's knowledge or belief, •
may reasonably be expected to materially adversely affect such assets, properties,
business or financial condition of the Company.

SECTION 6.8 Authority Relative to this Agreement

The execution, delivery and performance of this Agreement by the Company and
consummation of the transactions contemplated hereby will have been duly authorized by
the Effective Time by all necessary corporate action; will not violate the Certificate of
Incorporation or By-laws of the Company; will not violate any provision of law applicable
to the CompaJiyi and will not conflict with, or result in the breach or termination of any
provision of, or constitute a default under, or result in the creation of any lien, charge or
encumbrance upon any of the properties, assets, or business of the Company pursuant to,
any material Indenture, mortgage, deed of trust, lease, contract or other instrument or
agreement or any order, Judgment, award or decree, to which the Company is subject or
by which any of Its assets or properties may be bound. To the best knowledge of the
Company, the execution, delivery and performance of this Agreement by the Company
and consummation of the transactions contemplated hereby, as related to the Compar .
do not require the consent or approval of any person or public authority not heretofore
obtained, other than as specified herein or as previously disclosed in writing to Marmon
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and MR prior to the execution of this Agreement. Subject to approval of the Merger by
the stockholders of the Company as provided herein, this Agreement constitutes the valid
and binding obligation of the Company.

ARTICLE Vn

Marmon and MR Jointly and severally represent and warrant to the Company as
follows:

SECTION 7.1 Organization and Standing

Each of Marmon and MR U a corporation duly organized, validly existing and In
good standing under the laws of the State of Delaware and has all requisite corporate
power and authority to enter into and perform its obligations he re under and to
consummate the Merger.

SECTION 7.1 Capitalization, Stock Ownership. Options, Warrants, Rights

The capital stock of MR is as set forth in the preamble to this Agreement.

SECTION 7.3 Accuracy of Information

Marmon and MR will furnish all such Information as may be required under the
Securities Exchange Act of 1934, as amended, in order to enable the Company to comply
In all material respects with said Act In connection with the Information Statement and
the Transaction Statement on Schedule 13E-3. No representation or warranty by Marmon
or MR In this Agreement, nor any statement or certificate furnished or to be furnished
by or on behalf of Marmon or MR pursuant to this Agreement, nor any certificate
delivered to the Company pursuant to this Agreement, nor any information and data
providad by Marmon or MR or to be provided for use in the Information Statement, In the
Transaction Statement on Schedule 13E-3, or in connection with the actions
contemplated hereby, contains or shall contain, at the time made, any untrue statement
of a material fact or omits or shall omit a material fact necessary to make the
statements contained therein not misleading.

Marmon will Indemnify and hold harmless the Company, its current and former
officers and directors and any persons which control the Company, from and against any
and all liabilities to which such persons may become liable by reason of any Inaccuracies
or omissions contained In any Information furnished by Marmon or MR to the Company
for use In the Information Statement or any amendment or supplement thereto or
furnished by Marmon or MR for use in the Transaction Statement on Schedule 13E-3 or
any amendment thereto.

SECTION T.4 Authority Relative to this Agreement

The execution, delivery and performance of this Agreement by Marmon and MR and
consummation of the transactions contemplated hereby will have been duly authorized by
the Effective Time by all necessary corporate action; will not violate the Certificate of
Incorporation or By-laws of Marmon or MR; will not violate any provision of law
applicable to Marmon or MR; and will not conflict with, or result in the breach or
termination of any provision of, or constitute a default under, or result in the creation of
any Hen, charge or encumbrance upon any of the properties, assets, or business of
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Marmon or MR punuint to, any material Indenture, mortgage, deed of tnut. lease,
contract or other Irutniment or agreement or any order, Judgment, award or decree, to
which Harmon or MR It iub]ect or by which any assets or properties of Marmon or MR
may be bound. To the best knowledge of Marmon and MR, the execution, delivery and
performance of thli Agreement by Marmon and MR and consummation of the
transactions contemplated hereby, as related to Marmon and MR, do not require the
consent or tpprovaJ of any person or public authority not heretofore obtained, other than
as specified herein or previously disclosed in writing to the Company prior to the
execution of this Agreement. This Agreement constitutes the valid and binding
obligation of Marmon and MR.

ARTICLE Vm

The Company covenants as follows:

SECTION 8.1 The Company shall duly call a meeting of its stockholders for the
purpose of voting on this Agreement and, in connection therewith, it shall prepare and
flit with the Securities and Exchange Commission the required Information Statement
and Transaction Statement on Schedule 13E-3 with respect thereto and shall use its beat
efforts to obtain clearance by the Securities and Exchange Commission of the mailing of
such Information Statement to its stockholders. It agrees to use its best efforts to obtain
the necessary adoption of this Agreement by its stockholders.

SECTION 8.2 The Company will conduct its business only in the ordinary course
and will not, without the prior written consent of Marmon, sell, purchase or grant rlghta
with respect to any shares of Its stock, amend its Certificate of Incorporation or
By-Laws, make any distribution In respect of any of its stock (except for its tegular
quarterly dividend of S.2S per share to holders of Preferred Stock payable In February
and May, 1985), make total commitments or expenditures for capital Items In excess of
$100,000, Incur any Indebtedness for borrowed money other than In the ordinary course of
business, grant any general or uniform increase in the rates of pay of Its employees other
than as required by contract or regularly scheduled increases at times and In amounts
consistent with past compensation practice, undertake any material transaction (or group
of transactions, the cumulative effect of which would be material).

SECTION 8.3 The Company shall preserve and maintain, so far as practicable, its
assets and property In the same condition as such assets and property are on the date
hereof; provided* however, that the Company shall be permitted to dispose of its
property located at 4201 W. Peterson Avenue, Chicago, Illinois prior to the Effective
Time, on such terms and for such consideration as the Company shall deem appropriate.

SECTION 8.4 The Company shall use Its best efforts to preserve Its business
organization Intact* to keep available its present key officers and employees, and to
preserve the present relationship with its customers and suppliers and others having
business relationships with it.

ARTICLE IX

SECTION 9.1 The Closing ("Closing") under this Agreement shall be held at the
offices of Messrs. Friedman & Koven, 208 S. LaSalle Street, Chicago, Dlir.ois, at
10(00 A.M., Chicago Time, or at such other place and time as shall be mutually agreeable
to the parties, on the date of the Effective Time as above defined.
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SECTION 9.2 At the Closing, the Company shall deliver, or cause to be Delivered,
to Marmon and MR • certificate of the Company, signed by its Chairman or President,
which shall confirm the compliance by the Company in all material respects with Its
covenants and agreements contained In this Agreement, the accuracy in all material
respects of the representations and warranties made by the Company in this Agreement
at and as of the Effective Time, as If made at such time and as contemplated by this
Agreement, and the absence of any change In the assets, properties, business or financial
condition of the Company since December 3), 1984, which could have a materially
adverse effect on the value of Its business (other than a change referred to in Section 8.3
above or the Information Statement).

SECTION 9.3 At the Closing, Marmon and MR shall deliver, or cause to be
delivered, to the Company a certificate of each of Marmon and MR, signed by each of
their Chairman or President, which shall confirm the compliance In all material respects
with IU covenants and agreements contained In this Agreement, the accuracy in all
material respects of the representations and warranties made by it In this Agreement at
and as of the Effective Time, as if made at such time and as contemplated by this
Agreement.

ARTICLE X

SECTION 10.1 Conditions to the Obligations of the Company

The obligations of the Company under this Agreement are. at its option, subject to
the conditions thati

(a) The representations and warranties of Marmon and MR herein
contained shall have been true In all material respects when made and, In addition,
shall be true In all material respects on and at the Effective Time with the samt
force and effect as though made on and at the Effective Time, except as affected
by transactions contemplated hereby and except for any activities or transactions
after the date of thli Agreement which are made In the ordinary course of business
and are not prohibited by this Agreement.

(b) All consents, waivers, approvals, authorizations or orders required
for the authorization, execution and delivery of this Agreement by Marmon and MR
and the consummation by them of the transactions contemplated hereby shall have
been obtained by Marmon and MR.

(c) Each of Marmon and MR shall have performed in all material
respects all obligations and agreements and complied with all covenants and
conditions contained In this Agreement to be performed and complied with by them
at or prior to the Effective Time.

(d) The Information and data concerning Marmon and MR set forth in
the Transaction Statement on Schedule 13E-3 and the Information Statement shall
be true and complete, not contain an untrue statement of a material fact and not
omit to state a material fact required to be stated therein or necessary in order to
make the statements therein not misleading.
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(e) Not more than ten nor leu than three day* preceding the date on
which the Information Statement Is mailed to stockholders of the Company, the
Company ihail have received an updated report from Duff and Phelps, Inc., the
financial analyst and consultant to the Company, substantially confirming iti
opinion dated April 8, 1985 to the effect that the cash consideration to be paid to
holders of the Common Stock and Preferred Stock pursuant to this Agreement is
fair to such stockholders of the Company from a financial point of view, and on the
date of the Stockholders' Meeting and at the Effec t ive Time, such opinion shall not
have been withdrawn in a manner unsatisfactory to the Company.

(f) At the Closing, Marmon MR shall have made available to the
Exchange Agent funds in an amount suff: ni to provide for the payments required
to be made pursuant to Article IV hereof and to stockholders of the Company
pursuant to their exercise of appraisal rights.

(g) No person shall have made an offer to merge or consolidate with,
or to purchase all or substantially ail of the outstanding shares of Common Stock
and Preferred Stock or substantially all of the assets of the Company, which offer,
In the opinion of the Board of Directors of the Company, is a bona fide offer which
is likely to result in stockholders of the Company receiving greater consideration
for their shares than would be received in connection wi th the Merger.

SECTION 10.2 Conditions to the Obligations of Marmon and MR

The obligations of Marmon and MR under this Agreement are, at their option,
subject to the conditions that:

(a) The representations and warranties of the Company herein
contained shall have been true in all material respects when made and, in addition,
shall be true in all material respects on and at the Effective Time with the same
force and effect as though made on and at the Effective Time, except aa affected
by the transactions contemplated hereby and except for any activities or
transactions after the date of this Agreement which are made In the ordinary
course of business and are not prohibited by this Agreement.

(b) There shall have been no change after December 3], 1984, in the
asset*, properties, business or financial condition of the Company (other than the
disposition referred to In Section 8.03 hereof) which could have a materially
advene effect on the value of the business of the Company.

(e) All consents, waivers, approvals, authorizations or orders required
for the authorization, execution and delivery of this Agreement by the Company
and the consummation by It of the transactions contemplated hereby shall have
been obtained by the Company.

(d) The Company shall have performed in all material respects all
obligation* and agreements and complied with .-.!1 covenant? su* condition*
contained In this Agreement to be performed and •"«;-.ipi'f* *.i.,. •• it . or prior to
the Effeetlve Time.

(e) The information and data concerning the Company set.forth in the
Transaction Statement on Schedule 13E-3 and the Information Statement shall be
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true and complete, not contain tn untrue statement of a material fact and not omit
to state a material fact required to be stated therein or necessary In order to make
the statements therein not misleading.

SECTION 10.3 Mutual Conditions Applicable

The obligations of the parties hereto under this Agreement are subject to the
following terms and conditions:

(a) All governmental approvals and actions which may be required in
connection with the Merger shall have been obtained at or prior to the Effective
Time.

(b) This Agreement shall have been adopted by the affirmative vote of
stockholders of the Company as required by the Delaware GeneraJ Corporation
Law. This Agreement shall also have been adopted by the affirmative vote of the
sole stockholder of MR.

(c) The consummation of the Merger shall not have been restrained,
enjoined or prohibited by any court or governmental authority of competent
Jurisdiction. No material litigation or administrative proceeding shall be pending is
of the Effective Time seeking to restrain, enjoin or prohibit the consummation of
this Agreement or the Merger.

(d) The Effective Time of the Merger shall be no later than
December 31, 198S.

ARTICLE XI

SECTION 11.1 This. Agreement may be terminated and the Merger abandoned at
any time not later than the Effective time (whether or not at the time of such
termination or abandonment this Agreement has been adopted by the stockholders of
each of the Constituent Corporations)!

(a) By the mutual consent of the Boards of Directors of the parties
hereto; or

(b) By action of the Board of Directors of the Company in the event of
(I) any material breach of a representation or warranty provided herein by Marmon
or MR, which breach Is not promptly cured or 00 in the event that the Company
receives an offer of the third party to merge with or consolidate into the Company,
or to purchase all or substantially all of the stock of or assets of the Company,
which offer* In the opinion of the Board of Directors of the Company, Is a bona fide
offer which Is likely to result In stockholders of the Company receiving greater
consideration for their shares than would be received in connection with the Merger
(which occurrence shall obligate the Company to terminate this Agreement); or

(c) By action of the Boards of Directors of Marmon and MR in the
event of any material breach of a representation or warranty provided herein by
the Company, which breach Is not promptly cured.
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The Board of Directors of • party terminating this Agreement and abandoning the
Merger punuant to Section 11.1 hereof shall give prompt written notice thereof to the
other party. Upon such notice this Agreement shall be terminated without further
obligation or liability upon any party In favor of the other, and no further proceedings
shall be taken In connection therewith.

If any of the parties has the right to terminate this Agreement pursuant to the
provisions of Article XI hereof (other than mandatory termination punuant to Section
ll.l(bHH) above), it may, through action of its Board of Directors, waive such right of
termination, either before or after this Agreement has been adopted by the stockholders
of the Company, by notice in writing to the other parties.

SECTION 11.2 At any time prior to the Effective Time of the Merger, the parties
hereto may, by written agreement, (a) extend the time for the performance of any of "e
obligations or other acts of the parties hereto, (b) waive any inaccuracies in >
representations and warranties contained in this Agreement or in any document delivered
pursuant hereto, (c) waive compliance with any of the covenants or agreements contained
in this Agreement, or (d) make any other modification of this Ag»»ement, subject to
Section 2Sl(d) of the General Corporation Law of Delaware, approved by their respective
Boards of Directors. This Agreement shall not be altered or otherwise amended except
pursuant to an Instrument In writing executed and delivered on behalf of each of the
parties hereto Nothing in this paragraph shall be construed to limit the right of any
party to terminate this Agreement as provided herein.

ARTICLE XII

SECTION 12.1 Each of the parties hereto shall take, or cause to be taken, all
action, and do, or cause to be done* all things necessary, proper or advisable to
consummate and make effective the Merger. Each will cooperate with the others; and
each will us« its best effprti^tp satisfy the .condJUons Jo the obligations of the.pther
parties. . . . . . = := . ".'-'

ARTICLE XID

SECTION 13.1 In the event the Merger Is terminated by any party or abandoned
pursuant to Article XI, each party shall bear all reasonable costs and expenses incurred
by It In connection with the transaction contemplated herein, including but not limited to
legal, auditing and printing costs.

ARTICLE XIV

SECTION 14.1 All notices, requests, demands and other communications shall be
in writing and shall be deemed duly given if delivered or mailed, postage prepaid:

(a) If to the Companyt

The RegO Group, Inc.
39 South LaSaJle Street
Chicago, Illinois 80603
Attentions Chairman
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(b) If to Marmon or MR

The Mtrmon Group, Inc.
39 South LaSalle Street
ChlcafO, Illinois 60603
Attention: Chairmen

ARTICLE XV

SECTION 1S.1 The representations, warranties and covenants of the parties hereto
shaJI be deemed to be conditions of the Merger and shall not survive the Effective Time;
provided, however, that the indemnities of the Company, Marmon and MR provided In
Sections 6.5 and 7.3 hereof, respectively, shall continue in effect for a period of two
year* from the Effective Time.

ARTICLE XVI

SECTION 16.1 This Agreement may be executed in any number of counterparts,
each of which shall be original, but such counterparts together shall constitute but one
and the same Instrument.

ARTICLE XYU

SECTION 17.1 It Is expressly agreed that this Agreement (except as herein
otherwise stated or disclosed In writing to the other party or parties prior to the
execution of this Agreement) embodies the entire agreement of the parties In relation to
the subject matter hereof and that no understanding or agreement, ord or written, in
relation thereto exists between the parties except as herein expressly set forth.

IN WITNESS WHEREOF, this Agreement arxl Plan of Merger has been signed by the
Chairman or the Board, President or Vice President, and attested to by the Secretary or
Assistant Secretary, duly authorized, of each of The RegO Group, Inc., The Marmon
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Group, Inc., and MR Sutildlary, Inc., and each of uld parties has caused It* corporate
set! to be hereunto afflied, u the reipectlve act, deed and agreement of each of uld
corporations on date first above written.

THE REGO GROUP, INC.
(a Delaware corporation)

THE MARMON GROUP, INC.
(a Delaware corporation)

i
,,.I.-,,H,

r7/#Z/Kflean

President

MR SUBSIDIARY, INC.
(a Delaware corporation)

LS 002559

Golc-CDAdm-1593



THE UNDERSIGNED, *• C. Cluth , Vice President of

Group, Ine. who axecuted on bthalf of said corporation the foregoing Agreement and t*lin
of Merger, of which this Certificate Is made • part, hereby acknowledges, In the name of
tad on behalf of laid corporation, tht foregoing Agreement and PUn of Merger to be the
corporate aet of said corporation and further certifies that, to the best of hli knowledge,
Information, and belief, the matters and hots set forth therein with respect to the
approval thereof are true In all material respects, under the penalties of perjury.

THE UNDERSIGNED, George A. Jones gxec. VP of The Marmon
Group, Inc. who executed on behalf of said corporation tht foregoing Agreement and Plan
of Merger, of which this Certificate Is made a part, hereby acknowledges, In tht name of
and on behalf of said corporation, the foregoing Agreement and Plan of Merger to be tht
corporate aet of said corporation and further certifies that, to the best of his knowledge,
Information, and belief, the matters and facts set forth therein with respect to tht
approval thereof art true In all material respects, under tht penalties of perjury.

A,

THE UNDERSIGNED, Robert A. Pritzker President of MR Subsidiary,
be. who executed on behalf of said corporation the foregoing Agreement and Plan of
Merger, of whleh this Certificate Is made a part, hereby acknowledges, In the nan* of
and on behalf of said corporation, the .foregoing Agreement and Plan of Merger to be the
corporate act of said corporation and farther certifies that, to the best of his knowledge,
Information, and belief, tht matters and facts set forth therein with respect to tht
approval thereof art true In all material respects, under tht penalties of perjury.

II-
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THE REGO GROUP, INC.
Secretary* Certificate

1, Walter S. Rogowski, Secretary of The RegO Group, Inc., a Delaware corporation
("RegO"), do hereby certify, in accordance with the provisions of the General
Corporation Law of the State of Delaware, that the foregoing Agreement and Plan of
Merger, having been duly authorized and approved by the Board of Directors of RegO and
signed under its corporate seal by officers of RegO thereunto duly authorized, was duly
adopted by the stockholders of RegO on the 13th day of June, 1985.

Secretary

\

./Corporate Seal)

y- .

MR SUBSIDIARY, INC.
Secretary* Certificate

1, Walter S. Rogowski, Secretary of MR Subsidiary, Inc., a Delaware corporation
("MR"), do hereby certify, In accordance with the provisions of the General Corporation
Uw of the State of Delaware, that the foregoing Agreement and Plan of Merger, having
been duly authorized and approved by the Board of Directors of MR and signed under its
corporate seal by officers of MR thereunto duly authorized, was duly adopted by the sole
stockholder of MR on the 11th day of April, 198S.

Secretary

7* .'
»*&••>/w*«mf.«<
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Certificate of Agreement of Merger of the "MR SUBSIDIARY.

merging with and into the "™E RETO r.pou?, INC.',

under the name of "THE RfT.O CROUP, INC.",

aa received and filed in thie office the twenty-fourth day of June-

A.D. 1985, at 9 o'clock A.M.
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COMMAND DM .M.KM:N ffix FILE NO J03784«>
CUf<V irrtl-n l)205VH-^'j MR SUBSIDIARY . INC.

» « • » « » « I A X HISIUkY

Yf.AK I N U H X
SCKKKN. ^

YEAh
1V85 DUt

hCNI
F'rt ID

fAXES

.^0 . 00

I N f h K E S l M.NAl I Y
Ft HI ION/EXTENSION

C.HtXK DIGS DAlt:»

FRANCHISE TAX BALANCE: 0.00

COMMAND: DSP SCREEN. FEF FILE NO: 9000013 REQ *: B517';0313 INDEX:
AGENT: STAT^I A90000-13 UNITED STATES UJKruKAT1 ON COMFANY SCREEN: FEF/FEP
• • « » • • « DOCUMENT FILING i:HARGt'S • « « « « « *

SEQ CORPORATION FILING FFE MISCELLANEOUS
DOC DESCRIPTION RCVNG/INDEX FRANCHISE TAX

01 0830921 THE REGO GROUP, INC. 20.00
0231C AGREEMENT OF MERGER (DELAWARE CORP 25.00

02 0930921 THE REGO GROUP, INC. 30.OO
1 6025C CERTIFICATE OF AGREEMENV OF MERGER

03 2057845 MR SU».«.:tDIARY, INC.
0251C AGREEMENT OF MERGER (DELAWARE CURP 39.00

CHGS: ios.ee
0.00

GCM. SVC BAL:
SPEC SVC PAL.

105.00
0.00

COMMAND; DSP SCREEN: FTP FILE NO: 2057B45 YEAR: INDEX:
CORP: STAT-M D20578-45 MR SUBSIDIARY, INC. SCREEN: FTP/FT2
« * » « « « « FRANCHISE T A X PAYMENT HISTORY « « « « « » »
STATUS: PERM OPEN ACCOUNT LAST CHANGED 06/26/1V85 BY SAP

P A Y M E N T S R E C E I V E D
! SEQ TYPE CHECK « AMOUNT REF STATUS BA1CH DA ft FROM SKN
£ 8i TRANSFER 30.00 ©6/2/./17B5 851750313

TOTAL PAYMENTS:
COMMENTS:

30.00 FRANCHISE TAX BALANCE: O.OO
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State of Delaware

Office of tlie Secretary of State PAGE i

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT

COPY OF THE CERTIFICATE OF AMENDMENT OF "THE REGO GROUP, INC.",

FILED IN THIS OFFICE ON THE TWENTIETH DAY OF JUNE, A.D. 1986, AT

9 O'CLOCK A.M.

0830921 8100

971257757

Edward J. Freet, Secretary of State

AUTHENTICATION: 8588347

DATE: 08-01-97

LS 002564

Golc-CDAdm-1598



OUtTiriCATB OP AMENDMENT

FILED
CCRTZriCATE Of INCORPORATION

THR.

Adopted In accordance with the provisions
of Section 212 of the General Corporation

Uw of the State of Delaware

Met Vice President and

Secretary of The Rego Group* Inc. do hereby certify at follovsi

FIRST i That the nave of the corporation it The Rego Group*

lac.

SBOOKDi That the Certificate of Incorporation of tht

corporation vat filed by the Secretary of State of Delaware oa

the »th day of Hoveiber, 197«.

TBIRDi That the Certificate of Incorporation of aaid

Corporation haa been aiended a» follovai

The total nunber of aharea of stock which the

corporation ahall have authority to isaue it one

thousand (1,000) shares* all of which are COBBOD.

The par value of each share Is one ce..t (f.Ol)

aaoonting in the aggregate to Ten Dollars ($10).

That such as«ndMnt(s) have been duly adopted in

accordance with provisions of the General Corporation Uw of the

of Delaware

(a) by the unanimous written consent of the holders of

all outstanding shares entitled to vote.

\
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IN WITNESS WHEREOF, v« have signed this certificate this
> _
day of J.«-* ,

By

ATTEST

Secretary
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State of

Office of the Secretary of State

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT

COPY OF THE CERTIFICATE OF AMENDMENT OF "THE REGO GROUP, INC.",

CHANGING ITS NAME FROM "THE REGO GROUP, INC." TO "GROUP R CO. ,

INC.", FILED IN THIS OFFICE ON THE TWENTY-THIRD DAY OF DECEMBER,

A.D. 1992, AT 9 O'CLOCK A.M.

0830921 8100

971257757

Edward J. Freet, Secretary of State

AUTHENTICATION: 8588348

DATE: 08-01-97

LS 002567



•• ST*TE OF
SECRETARY OF S T A T E

.DIVISION Of CORPORATIONS
FUEO 03:00 *n 12/23/1392
6823S80S2 -

CERTIFICATE OP AKENDMBNT OF
CERTIFICATE OF INCORPORATION

OF
THE REGO GROUP, INC.

The undersigned, R. C. Gluth, Vice president, and Robert W.

Webb, Secretary, of THE REGO GROUP, INC., do hereby certify as

follows:

FIRST: That the name of the Corporation is THE REGO GROUP,

IMC.

SECOND: That the Certificate of Incorporation was filed in

the Office of the Secretary of State of Delaware on the 9th day

of November, 1976.

THIRD: That the Certificate of Incorporation of said

Corporation has been amended as follows:

That ARTICLE FIRST of the Certificate of

Incorporation is hereby amended to read as follows:

"FIRST: The name of the corporation is:

GROUP R CO., INC."

FOURTH: That such amendment has been duly adopted in

accordance with the provisions of Section 242 of the General

Corporation Lav of the State of Delaware.

IN WITNESS WHEREOF, the undersigned, being the Vice

President and Secretary hereinabove named, for the purpose of

amending the Certificate of Incorporation of the Corporation,

pursuant to the General Corporation Law of the State of

Delaware, do hereby certify the adoption of the amendment.
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declaring that the facts herein stated are true, and according-

ly have hereunto signed this Certificate this 18th day of

December, 1992.

THE REGO GROUP, IMC.

R. C. Gluth
vice President

Robert W. Webb
Secretary
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June 5, 1974

Mr. Ralph A. Lambiase
Director - Listings
Tne Pacific Coast Stock Exchange
lii Pine Street
San Francisco, California 94104

Dear Mr. .Lambiase s

As a follow up to our recent telephone conversation relating to
the number of shares of Golconaa which would be outstanding upon
completion of Cerro's tender offer, Z am supplying the following
information which is Lasea on an approximation by Cerro of the
nuioiier of shares they have acquired:

Common Stock Outstanding 2,765,595
Cerro's Ownership 2,328,266
ilelu Ly Public 457,329
ho. of holders (approx.) l,94b

Preferred Stock Outstanding 383,157
Cerro's Ownership 253,400
Held by Public 129,757
No. of Holders (approoc.) 70f

Just as soon as we receive definitive figures reporting the actual
number of shares of each class purchased by Cerro, I will upcate
this information for you. I believe that the nuober of shares, Loth
common and preferred, which will remain in the public's canua, will
still be acre than required to maintain our listing. I believe it
is the intention of the Company to continue its listing.

SLoulu you have any questions, please do not hesitate to call me.

Sincerely,

J.H. Stogin

LS 002570
cct Mr. Gordon P. Smith
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J

RICHARD S. SLOMA

:*.., e'J'cu*™'off.-ctr March 10, 1975

Mr. W. Featherstone cc: D. A. Gardiner
Golconda Mining Corporation G. P. Smith s
P.O. Box 469 J. M. Stogin (/
Scott Building
Wallace, Idaho 83873

Dear Wray:

This letter is occasioned by the recent organizational
and reporting changes which call for a fresh review of all
corporate activities and operations. It will take learning
on my part because, as you know, I have not been involved
with your operation heretofore.

I am aware that you have had some prior contact with
Cerro management and I would appreciate it if you would
please bring me up-to-date on major situations, particularly
the status of disposition of the various share holdings.
In that, regard, it is ray recollection that it was considered
and discussed, at least, that the security and other holdings
were to be transferred to Golvest. What was the decision on
that, Wray?

In regard to the statement of February expenses in
the amount of $7,768.66, it would be appreciated if you
could please forward copies of the complete supporting
detail.

I have been advised that F. F. Schauder may visit with
you soon to become familiar with the details of the operation.
When I learn of the date, \ will confirm with you to assure
•your presence.

I hope this letter inflicts minimum inconvenience for you,
Wray, but with the departure of Gordon Smith and Don Adams
from day-to-day operations, the coordinating task has fallen to
me.

Look forward to your response and to seeing you soon.

Regards,

Richard S. Sloma
President 5 Chief |_S 002571
Executive Officer
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SECURITIES AND EXCHANGE COMMISSION
Washington. D. C. 20549

FORM 10-Q

QUARTERLY REPORT UNDER SECTION 13 OR 15 (d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For Quarter Ended September 30, 1976 Commission file number 1-848

GOLCONDA CORPORATION
(Exact name of registrant as specified in its charter)

IDAHO 82-0122540
(State or other jurisdiction o f ( I . R . S . Employer
incorporation or organization) Identification No.)

39 SOUTH LASALLE STREET, CHICAGO ILLINOIS 60603
(Address of principal executive o f f i c e s ) ( Z i p Code)

Registrant's telephone number, including area code (312) 372-9500

Common stock outstanding as of September 30, 1976:

2,777,627 shares without par value

Indicate by check mark whether the registrant (1) has filed all
reports required to be filed by Section 13 or 15(d) of the Secur-
ities Exchange Act of 1934 during the preceding 12 months (or for
such shorter period that the registrant was required to file such
reports), and (2) has been subject to such filing requirements for
the past 90 days. Yes X No
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Summarized Financial Information

GOLCONDA CORPORATION
CONSOLIDATED STATEMENT OF OPERATIONS

Three Months Ended September 30, 1976 and 1975
(In Thousands of Dollars Except Per Share Data)

(Unaudited)

1976 1975

Net sales from manufacturing operations $ 6,054 $ 4,969
Cost of goods sold 4,400 4,096

Gross profit from manufacturing operations 1,654 873
Selling, general and administrative expenses 1,247 1,259
Interest expense 149 163
Interest income ( 151) ( 131)
Other (income) expense, net ^ BT) 49

1.158 1,340

Earnings (loss) from continuing operations
before income taxes :
Manufacturing 496 (467)
Investments ( 149) -

34~7~
Income tax provision (Notes 2 & 6) 173

Earnings (loss) from continuing operations 174 ( 467)

Discontinued operations
Loss on disposal of divisions, net of
income taxes of $34 (Notes 3 & 4) -

Net earnings (loss) $ 174

Earnings (Loss) per Share Information (Notes 2 & 7)

Earnings (loss) per common share:

From continuing operations $ .03 $( .20)

Discontinued operations - ( .02)

Net earnings (loss) $ .03 $( .22)

Dividend per common share $ $

Weighted average common shares outstanding
(in thousands): 2.778 2,785

See accompanying notes to summarized financial information.
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GOLCONDA CORPORATION
CONSOLIDATED STATEMENT OF OPERATIONS

Nine Months Ended September 30, 1976 and 1975
(In Thousands of Dollars Except Per Share Data)

(Unaudited)

1976 1975

Net sales from manufacturing operations $ 18,975 $ 16,060
Cost of goods sold (Note 1) 15,668 13,468

Gross profit from manufacturing operations 3,307 2, 592'
Selling, general and administrative expenses 3,688 3,896
Interest expense 444 551
Interest income ( 441) ( 343)
Other (income) expense, net (Note 5) ( 220) 1,016

3,471 5.120

Loss from continuing operations
before income taxes :
Manufacturing ( 164) ( 2,528)
Investments ( 175) -

( 2,528)
Income tax provision (Notes 2 & 6) ( 169) -

Loss from continuing operations ( 170) ( 2,528)

Discontinued operations
Loss on disposal of divisions, net of

income taxes of $547 (Notes 3 & 4) -

Net loss $(170)

Loss per Share Information (Notes 2 & 7)

Loss per common share:
From continuing operations $( .16) $( 1.01)

Discontinued operations - ( .20)

Net loss . $( .16) $( 1.21)

Dividend per common share $ $

Weighted average common shares outstanding
(in thousands): 2.783 2,785

See accompanying notes to summarized financial information.
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GOLCONDA CORPORATION
CONSOLIDATED BALANCE SHEET

SEPTEMBER 30, 1976
(In Thousands of Dollars)

(Unaudited)

ASSETS

Current assets:
Cash $ 175
Commercial paper 10,500
Notes and accounts receivable, less allowance
for doubtful receivables of $106 4,353
Inventories:
Raw materials and supplies 1,504
Finished goods and work in process 8,116
Income taxes:
Refund receivable 1,211
Deferred 847
Prepaid expenses and sundry deposits 185
Investments held for sale—at estimated
realizable value 175

Assets of businesses held for sale—at
estimated realizable value 536

Total current assets 27,602

Property, plant and equipment--at cost:
Buildings and improvements 2,947
Machinery, equipment and tools 6,951
Office furniture and fixtures 247

10,145
Less accumulated depreciation ( 5,760)

4,385
Land 598

4,983

Excess of cost over underlying equity of net
assets acquired 3,135

Deferred debt expense-less amortization on the
bonds outstanding method 306

Sundry 49

Total Assets $36,075

See accompanying notes to summarized financial information.
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GOLCONDA CORPORATION
CONSOLIDATED BALANCE SHEET

SEPTEMBER 30, 1976
(In Thousands of Dollars)

(Unaudited)

LIABILITIES

Current liabilities:
Current maturities of long-term debt (Note 8) $ 95
Accounts payable 1,608
Accounts payable-parent (Note 10) 1,507
Accrued liabilities:
Salaries and wages 262
Property and payroll taxes 333
Interest 74
Employee benefits 17
Other 759

Total current liabilities 4,655

Long-term debt (Note 8) 6,566
Deferred income taxes 643

Contingent liabilities (Note 11)
11,864

STOCKHOLDERS' EQUITY

Capital stock (Note 9):
Preferred (Redemption and liquidation value $14,306) 381
Common 774

Additional contributed capital 5,654
Retained earnings 17.957

24,766
Less treasury stock—at cost ( 555)

24.211

Total Liabilities and Stockholders' Equity $ 36.075

See accompanying notes to summarized financial information.
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GOLCONDA CORPORATION
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

Nine Months Ended September 30, 1976
(In Thousands of Dollars)

(Unaudited)

Preferred
Stock

Balance January 1, 1976 $ 383

Conversion of 67 convert-
ible preferred shares
to 100 common shares

Common
Stock

$ 774

Additional
Contributed
Capital

$ 5,674

Retained Treasury
Earnings Stock Total

$18,413 $( 520) $24,724

Repurchase of stock:
Common, 8,068 shares
Preferred, 1,605 shares

Preferred cash dividends
Net loss

( 2)

Balance September 30, 1976 $ 38] $ 774

( 20)

5,654

( 286)
( 170)

$17,957

( 35)

$( 555)

( 35)
( 22)

( 286)
( 170)

$24, . 21 1

See accompanying notes to summarized financial information.
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GOLCONDA CORPORATION
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1976
(In Thousands of Dollars)

(Unaudited)

Sources of Working Capital:

Working Capital Provided by Operations

Net loss $( 170)

Items not requiring outlay of working
capital

Depreciation 584
Amortization of deferred expenses 30

From operations 444

Other 125

Working capital provided 569

Dispositions of Working Capital:

Repurchase of stock 57
Additions to property, plant and equipment 366
Preferred cash dividends 286
Reduction of long-term debt 140

Dispositions of working capital 849

Decrease in Working Capital $(280)

See accompanying notes to summarized financial information.
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GOLCONDA CORPORATION

Notes to Summarized Financial Information
(Unaudited;

The accompanying summarized financial information, which is
for interim periods, does not include all disclosures provided
in annual financial statements. This summarized financial
information should be read in conjunction with the consolidated
financial statements and the footnotes with respect thereto
contained in the Company's 1975 Annual Report to Shareholders.

1. The financial information included herein has been
prepared from the records of the Company without audit
and, in the opinion of management, reflects all adjust-
ments necessary to the fair presentation of the
financial statements, including, in the second quarter
of 1976, a provision for inventory obsolescence of
$1,200,000 in cost of sales. The results for the
quarter and nine months ended September 30, 1976 are
not necessarily indicative of the results to be ex-
pected for the current year.

2. The loss for the quarter and nine months ended
September 30, 1975 has been restated as follows (in
thousands, except per share data):

Quarter Nine Months
As Previously As As PreviouslyAs

Reported Restated Reported Restated

Loss from continuing
operations before
income taxes $(467)

Income tax benefit 236

Loss from continuing
operations (231)

Net loss (265)

Net loss per common
share $(.13)

$(467)

(467)

(501)

$(.22)

$(2,528)

1,266

(1.262)

(1,809)

$( .75)

$(2,528)

(2,528)

(3.075)

$( 1.21)
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Golconda incurred substantial tax losses in 1975,
excluding the 1974 gains from the sale of Hecla Mining
Company stock accounted for on the installment method
for tax purposes. As previously reported, taxes on the
Hecla gains were provided at the 30% capital gains
rate. Because of the effect of the substantial tax
losses from operations and the recognition of the Hecla
gain in 1975, additional taxes of $236,000 and $1,266,000
were required to be provided in the quarter and nine
months ended September 30, 1975, respectively, since
the Hecla gain was effectively taxed at the 487e statutory
rate.

The restatements do not require a change in Golconda's
reported results of operations for the full year 1975,
but relate solely to interim periods thereof.

3. In February, 1975 Golconda entered into an agreement to
sell the Bastian-Blessing Division (B-B). A $2,190,000
provision for loss on the sale, comprised of the write-
off of $1,240,000 of goodwill applicable to B-B and a
$950,000 loss on disposal of net assets, net of a
$950,000 tax benefit, was reflected in the financial
statements for the year ended December 31, 1974. The
final agreed cash price amounted to $3,850,000 and
resulted in an actual loss of $2,406,000. The additional
loss of $216,000, which is net of a tax benefit of
$146,000, was recorded in 1975. Of this loss, $204,000,
net of tax benefit of $204,000, was recorded in the
first nine months of 1975.

4. In April, 1975 Golconda entered into an agreement to
sell its Pioneer Astro Industries Division (PAI)
contracts business. The final loss of $519,000 was
based upon a cash price of $1,184,000, net of $487,000
tax benefit. The loss estimated in the first nine
months of 1975 represents the results of operations and
a preliminary estimate of loss of $343,000 on disposal
of the contracts business, net of a tax benefit of
$343,000.

5. In May, 1975 Golconda ceased operations at its Golconda
Metals Division (GMD) plant in Alsip, Illinois. The
original estimate of loss reported in the second quarter
of 1975 was $1,028,000 and was included in other (income)
expense, net in the Consolidated Statement of Operations.

LS 002599

Golc-CDAdm-1614



For the quarter and nine months ended September 30, 1976
and 1975, the provision (benefit) for income taxes con-
sisted of (in thousands):

1976 1975
Quarter Nine Months Quarter Nine Months

Current :
Federal $ 45 $(1,188) $(34) $( 547)
State (29) (8)

Deferred 157 1,027 - -
$( 19) $( 34) $( 547)

Deferred income taxes result from differences in the recog-
nition of revenue and expense for tax and financial statement
purposes and consist of the following:

1976
Quarter Nine Months

Realization of reserves:
Inventory $ 126
GMD loss 47
PAI loss ( 7)

Excess of tax over book
depreciation

Other

For the quarter and nine months ended September 30, 1975, no
tax benefit for the loss from continuing operations was pro-
vided. See Note 2 for discussion and restatement.

Golconda has been included in the consolidated Federal
income tax return filed by its parent, Cerro-Marmon
Corporation, owner of approximately 85% of its voting
securities, since May, 1974.

Earnings (loss) per common share was computed based on the
weighted average number of common shares outstanding in each
quarter, after recognition of dividend requirements on pre-
ferred stock. Conversion of the $1 par value cumulative
convertible preferred stock and the 77. convertible sub-
ordinated debentures was not assumed because of the anti-
dilutive effect in both periods.
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8. Long-term debt at September 30, 1976 .is comprised of:

77<> convertible subordinated debentures,
due January 1, 1990 $4,095,000

10% first mortgage note, payable in
monthly installments of $28,975
including interest, final payment
due April 1, 1990 2.566,000

6,661,000

Less current maturities 95,000

$6.566.000

The 7% convertible subordinated debenture agreement contains
certain covenants, the most restrictive of which provide,
among other things, that the Company:

Will maintain consolidated net working capital of
$10,000,000. At September 30, 1976, consolidated
net working capital was $22,947,000.

Will not pay cash dividends or acquire for cash
any shares of its common stock in excess of $1,000,000
plus its cumulative consolidated net income after
November 30, 1969. At September 30, 1976, retained
earnings in the amount of $4,033,000 were free of
such restrictions.

In connection with the 77. convertible subordinated
debenture agreement, the Company has issued warrants
entitling the holders thereof to purchase, at a price
per share of $14.51, up to 292,467 shares of the
Company's common stock. These warrants expire
January 15, 1979.

The trust indenture underlying the convertible subordinated
debentures provides, among other things, that the
debentures are redeemable at the Company's option at
prices ranging from 104.07. in 1976 to 1007. in 1984;
that annual sinking fund payments of $325,000 are
required beginning in 1976 (such payments can be reduced
by the principal amount of debentures acquired by the
Company or converted into common stock, and, as a
result, all of the 1976 and 1977 installments and all
but $70,000 of the 1978 installment have already been
satisfied); that the Company has an option to make
additional annual payments of $325,000 and that the
debentures are convertible into shares 'of common stock
at a conversion price of $10.67 per share (subject to
non-dilution provisions) . .s
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Golc-CDAdm-1616



9. Preferred stock consists of 934,406 authorized shares
of $1.00 par value, of which 381,485 shares are issued
and outstanding at September 30, 1976.

The preferred stock is entitled to a preferential
cumulative annual dividend at a rate of $1.0.0 per
share. The shares are redeemable at the option of the
Company at $37.50 per share plus unpaid cumulative
dividends. The aggregate redemption and liquidation
value at September 30, 1976 is $14,305,687. The pre-
ferred stock has liquidation rights over the common
stock in any final distribution and is entitled to one
vote for each share held.

The preferred shares are convertible into common shares
at the option of the holder at the rate of one and one-
half shares of common stock for each preferred share
held. This conversion rate is subject to non-dilution
provisions.

Common stock consists of 7,500,000 authorized shares,
without par value, of which 2,777,627 shares are out-
standing. At September 30, 1976, 1,248,481 shares of
authorized but unissued common shares have been reserved
as follows: 572,228 shares upon conversion of preferred
stock; 383,786 shares upon conversion of the 77, convertible
subordinated debentures and 292,467 shares upon exercise
of warrants for the purchase of common stock. At
September 30, 1976, there are 79,318 shares of common
stock held in the treasury.

10. Transactions between the Company and Cerro-Harmon
Corporation and its subsidiaries for the nine months
ended September 30, 1976 and 1975 include the following:

1976 1975

Purchases $3,327,000 $2,287,000
Management fee $ 86,000 $
Interest income $ $ 64,000
Sales $ 18,000 $ 19,000

The Company does not have any other material transactions
with Cerro-Marmon Corporation and its subsidiaries
other than certain expenses paid by Cerro-Marmon and
charged to the Company which are directly attributable
to the Company. Cerro-Marmon Corporation did not
charge the Company a management fee in 1975.
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11. The Company is one of 35 defendants in a class action by
a shareholder of United States National Bank of San Diego,
in Fred H. Harmsen, et al vs. C. Arnholt Smith, et al,
filed on October 29, 1973, in the United States District
Court for the Southern District of California. The plain-
tiff purports to be acting in a derivative capacity on
behalf of the shareholders of the bank. The complaint
seeks damages and other relief on behalf of the shareholders
of the bank on account of alleged violations of federal
securities laws, illegal loans, improper acts of the bank's
directors, and conspiracy to commit the foregoing acts and
fraud.

In the opinion of the Company and legal counsel, the
exposure of Golconda Corporation to any liability seems
very remote in that the corporation's only connection
with the United States National Bank or with C. A. Smith
is that some of Golconda Corporation's stock was at one
time possessed by one of the Smith-dominated corporations.
There have not been any material transactions between the
Company and the other defendants and the United States
National Bank of San Diego, and it is management's opinion
that there are no facts, nor have any been specifically
alleged, relating to Golconda warranting inclusion of the
Company in the complaint. An identical class action suit
was filed by the plaintiff in the Superior Court in and
for the County of San Diego to toll the statute of limita-
tions in the State Court, but to date this suit has not
yet been formally served upon Golconda Corporation.

On February 6, 1976 the Company filed suit against
H. Arnsteen, Inc. and Harold Arnsteen (hereinafter col-
lectively referred to as the "Arnsteens") for breach of
contract in a case entitled Golconda Corporation vs.
H. Arnsteen, Inc. and Harold Arnsteen, Civil Action
File No. 76 C 442 in the United States District Court
for the Northern District of Illinois, Eastern Division.
The breach of contract action related to the sale by
the Company to the Arnsteens of the stock of Pioneer
Astro Industries, Inc. and the agreement by the Arnsteens
to both fulfill the obligations of a lease with twenty-
seven months remaining thereon and also to pay certain
accounts payable of Pioneer Astro Industries, Inc. The
Arnsteens defaulted in their obligations to fulfill the
lease obligations and the obligations concerning
accounts payable, and the Company was required, due to
said defaults, to perform the obligations which the
Arnsteens failed to perform.
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On April 7, 1976 the Arns teens filed their Answer to
the Company's Complaint and also filed a Counterclaim
naming the Company and several individuals and companies,
including Cerro-Marmon Corporation, the parent corporation
of the Company, as Counterclaim-Defendants. In the
Counterclaim, the Arnsteens allege that the Company and
the Counterclaim-Defendants defrauded and misled the
Arnsteens and failed to comply with state and federal
securities acts with respect to the sale of the stock
of Pioneer Astro Industries, Inc., and the Arnsteens1
prayer for relief requested that the court rescind the
sale of the stock of Pioneer Astro Industries, Inc. and
that the Counterclaim-Defendants pay to the Arnsteens
an amount equal to the amount paid for the stock of
Pioneer Astro Industries, Inc., together with interest
and an amount equal to such other damages as may be
proved by the Arnsteens. In the opinion of the Company
and legal counsel, the Counterclaim is without merit,
and the exposure of the Company is minimal.

The lawyers which previously represented the Arnsteens
have withdrawn as their counsel and currently the
Arnsteens are not represented by counsel in this matter.
The Company has filed a motion to dismiss the Counter-
claim for failure to state a claim, and on October 22,
1976 the court dismissed the Counterclaim.

As of September 30, 1976, there were no other pending
legal proceedings to which the Company or any of its
subsidiaries is a party, or to which any of their
property is subject, the results of which are likely
to be materially adverse to the Company. In addition,
there are no suits or proceedings pending or, to the
knowledge of the Company, threatened, under any civil
rights or environmental protection statutes, which,
in the aggregate, could have a materially adverse
effect on the Company.

12. The Company is purchasing its debentures, preferred
stock and common stock, both in open market transactions
and direct from security holders. Purchases of the
debentures and preferred stock are being made at current
market prices as they exist from time to time. Purchases
of the common stock are being made in accordance with
volume and price guidelines contained in proposed Rule
13e-2 under the Securities Exchange Act of 1934. This
purchase program will extend for an indefinite period
of time. The program may be suspended at any time or
from time to time as to one or more of the three
securities.
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Management Analysis of Variations in Operations

a) Three Months Ended September 30, 1976 and 1975:

Sales in the third quarter of 1976 rose $1,085,000
or 22% over the same period in 1975. On the
average, selling prices have increased 9% overall
since September of 1975. The remainder of the
increase is due to unit sales volume and sales
mix.

Cost of goods sold rose $304,000 or 77.. This
increased as sales volume increased, but was
affected by sales mix, as much of the increased
volume was higher margin products. The cost of
goods sold increase was also affected by favorable
overhead variances.

Selling, general and administrative expenses
decreased 17,. Interest expense decreased $14,000
or 9% due to the decrease in outstanding debt.
Interest income increased $20,000 or 13% due
primarily to the increase in short-term invest-
ments. Other income in the third quarter of 1976
increased $136,000 principally because the third
quarter of 1975 included a $127,000 loss provision
related to the write-down of the Company's advances
to and investments in various foreign joint ventures.
The loss from investments at September 30, 1976 is
primarily an additional write-down of mining
stocks and related assets to estimated realizable
value.

b) Three Months Ended September 30, 1976 and June 30, 1976:

Sales in the third quarter of 1976 decreased
$552,000 or 8% from the second quarter of 1976.
Volume decrease was the principal reason for the
decrease. This volume decrease can be attributed
to the annual plant vacation shutdowns that occur
in the third quarter. This decrease in volume was
offset partially by selling price increases in
July (average 3.2% price increase).

Cost of goods sold decreased $1,813,000 or 29%.
The second quarter of 1976 included the inventory
obsolescence adjustment of $1,200,000. The decrease,
excluding the $1,200,000, was in line with the
volume decrease in sales.
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Selling, general and administrative expenses
decreased $24,000 or 27.. Interest expense in-
creased $3,000 or 2%. Interest income rose $18,000
or 137. due to a slight increase in short-term
investments, as well as a change to higher yield
investments. Other income decreased $1,000 or 17..
The loss from investments for the quarter ended
September 30, 1976 is due primarily to an addi-
tional write-down of mining stocks and related
assets to estimated realizable value.

c) Nine Months Ended September 30, 1976 and 1975:

Sales for the first nine months of 1976 rose
$2,915,000 or 187. over the same period of 1975.
On the average, selling prices have increased 9%
overall since September of 1975. The increase in
sales was also affected by an increase in unit
sales volume and sales mix.

Cost of goods sold increased $2,200,000 or 167..
$1,200,000 of the increase is due to the inventory
obsolescence adjustment recorded in the second
quarter of 1976. Cost of goods sold also increased
due to the sales volume increase, but not as rapidly
since much of the increased volume was higher
margin products. The cost of goods sold increase
was also offset somewhat by favorable overhead
variances.

Selling, general and administrative expenses
decreased $208,000 or 57. due principally to de-
creased personnel and related expenses. Interest
expense decreased $107,000 or 197. due primarily to
the decrease in outstanding debt. Interest income
rose $98,000 or 297. due primarily to the increase
in short-term investments. Interest income in
1976 included $55,000 from a note receivable
related to the B-B sale which was collected in
April 1976. Other income in the first nine months
of 1976 increased $1,236,000 principally because
the same period in 1975 included the GMD loss
provision of $1,028,000 and a $133,000 loss pro-
vision related to the write-down of various foreign
joint ventures. The loss from investments for the
nine months ended September 30, 1976 is primarily
the write-down of mining stocks and related assets
to estimated realizable value.
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Other Financial Information

See Golconda Corporation's report on Form 8-K for the month of
July, 1976 which by reference is hereby incorporated herein,
relating to the provision for inventory obsolescence. No report
on Form 8-K was required to be filed during the three months
ended September 30, 1976 with respect to any change in indepen-
dent accountants.
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Sales of Unregistered Securities (Debt or Equity)

There were no sales of unregistered securities as defined in
Section 2(1) of the Securities Act of 1933 during the period
ended September 30, 1976.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act
of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly
authorized.

GOLCONDA CORPORATION
(Registrant)

Date: November 8, 1976 /s/ D. R. Nomura
D. R. Nomura, Treasurer

Date: November 8, 1976 /s/ T. L. Seifert
T. L. Seirert, Secretary
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the Year Ended Commission File Number
December 31, 1977 1-848

/

The RegO Group, Inc.
(Exact name of registrant as specified in its charter)

Delaware 36-2891460

(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)

39 South LaSalle Street, Chicago, Illinois 60603

(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area code (312) 372*9500

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered

$1.00 Cumulative
Convertible Preferred Stock Pacific Stock Exchange

Common Stock Pacific Stock Exchange, Spokane Stock
Exchange and Intermountain Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:

7% Convertible Subordinated Debentures due January 1, 1990

Title of Class

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by
Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or
for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days.

Yes * No

Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of
the close of the period covered by this report.

Common stock outstanding as of December 31," 1977:
LS 0026102,690,644 shares

Golc-CDAdm-i625



Parti
TOM 1.

BUSINESS

On June 17, 1977 the shareholders approved a change in the state of incorporation from Idaho
to Delaware by merging Golconda Corporation into The RegO Group, Inc. (the "Company") (for-
merly Rego Company), a wholly-owned Delaware subsidiary.

The Company designs, develops, manufactures and markets pressure regulators, valves and
other control equipment for LP-gas and anhydrous ammonia; pressure regulators, cylinder valves,
manifolds and other control equipment for compressed gases and gas welding and cutting equip-
ment. The Company also manufactures and markets a line of fittings for use with copper tubing,,
garden and air hoses. A common characteristic of these products is the control of the flow of gases
and liquids under a wide variety of temperatures and pressure extremes. The products are sold
principally in the United States through full-time salesmen, distributors and manufacturer's agents.
A significant portion of the sales are to the petroleum, construction and plumbing industries. In
1977, approximately 12% of its sales were to one customer. Its five largest customers accounted
for about 29% of its sales.

Competition
The Company is subject to intense competition from older and larger firms having greater

financial resources and from smaller local and regional competitors which have advantages deriving
from proximity to local markets.

Backlog
As of December 31, 1977, the Company's backlog of orders totaled $6,055,000, all of which are

expected to be filled in 1978. At December 31, 1976, the backlog amounted to $5,645,000. Backlog
amounts are not necessarily indicative of sales for subsequent periods because of the short lead
time between receipt of order and delivery.

Material*
Raw materials and components used in the manufacturing operations are available from more

than one supplier, although certain parts and materials are obtained from a single supplier.

Research and Development
The dollar amount of expenditures during the last two years was not material.

Number of Employee*
The Company has approximately 800 full-time employees at December 31,1977.

Environmental Matter*
The Company is subject to environmental regulation by federal, state and local authorities.

There are no known material expenditures required for pollution control equipment under applicable
environmental laws.

Bus/new Segment Information
The Company's continuing manufacturing operations are, and have been for the last five years,

engaged in one industry—the production of regulators and other devices to control the flow of gases
and liquids. Information with respect thereto appears on page 12 of the Company's 1977 Annual
Report to Shareholders and is hereby incorporated by reference.

ITEM 2. LS 002611

SUMMARY OF OPERATIONS

The Summary of Operations for the four years ended December 31, 1977 and for the year
ended November 30, 1973 and Management's Discussion and Analysis of Results of Operations
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appear on pages 13,14 and 15 of the Company's 1977 Annual Report to Shareholders and are hereby
incorporated by reference.

ITEM 3.

PROPERTIES

Manufacturing operations are conducted at two Company-owned locations in the Chicago area
having an aggregate of approximately 350,000 square feet of floor space. A distribution center with
approximately 9,000 square feet located in Saddle River, New Jersey is leased for an annual rental
of $29,400. In the opinion of management, the manufacturing facilities are well maintained and
suitable for their intended use.

ITEM 4.

PARENTS AND SUBSIDIARIES

Parent
The Marmon Group, Inc. (Marmon), a Delaware corporation, (a subsidiary of GL Corporation,

which owns 82% of the voting interest in Marmon) located at 39 South LaSalle Street, Chicago,
Illinois, 60603, owns 76% of the Company's preferred stock and 90% of its common stock, consti-
tuting 88% of the outstanding voting stock and is deemed the parent of the Company.

Subtidlarfot
The Company had no significant subsidiaries at December 31, 1977. On January 27, 1978, the

Company's principal operating division ("RegO") was merged into RegO Company, a newly formed
wholly-owned Delaware subsidiary.

ITEM 5.

LEGAL PROCEEDINGS
A discussion of pending legal proceedings and contingencies appears on page 10 of the

Company's 1977 Annual Report to Shareholders and is hereby incorporated by reference.

ITEM 6.

INCREASES AND DECREASES IN OUTSTANDING SECURITIES AND INDEBTEDNESS

Numbtr

(A) Cumulative Convertible Preferred Stock

Balance December 31, 1976 380,902

Purchased during the year 12,628

Balance December 31, 1977 368.274

(B) Common Stock

Balance December 31, 1976 2,774,392

Purchased during the year 83,748

Balance December 31, 1977 2,690.644

(C) 7%Convertible Subordinated Debentures, due
January 1,1990

Balance December 31, 1976 $3,976,000

Purchased during the year 6,000

Balance December 31 .1977 $3,970,000

ITEM 7.

CHANGES IN SECURITIES AND CHANGES IN SECURITY FOR REGISTERED SECURITIES

No response to this item is required since the information called for herein has been previously
reported in a report on Form 10-Q.

LS 002612
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ITEM 8.

DEFAULTS UPON SENIOR SECURITIES

There have been no defaults upon any senior securities during the year.

ITEM 9.

APPROXIMATE NUMBER OP EQUITY SECURITY HOLDERS
Number of record

holders as ot
Title ot class December 31, 1977

Cumulative Convertible Preferred Stock 598
Common Stock 1,233
7% Convertible Subordinated Debentures, due January 1, 1990 643
Warrants to purchase Common Stock at $14.51 per share,

expiring January 15, 1979 4

ITEM 10.

SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No response to this item is required since the information called for herein has been previously
reported in a report on Form 10-Q.

ITEM 11.

EXECUTIVE OFFICERS OF REGISTRANT

Listed below are the names, ages and business experience during the past five years of each
executive officer. There are no family relationships between any of the executive officers.

Gordon Paul Smith (61) Chairman of the Board since June 1974. President and Chief
Executive Officer (February 1972 to June 1974). Chairman of
the Executive Committee since 1971 and a Director since
September 1970.

John R. Morrill (61) President and Chief Executive Officer since May 1975. Director
since June 1975. Prior to joining the Company, a Senior
Vice President with Automation Industries (1971-1975).

Robert C. Gluth (53) Vice President and Director since December 1975; Treasurer
since June, 1977. Elected Executive Vice President of Marmon
in September 1976. Elected a Director of Marmon in November
1975 and Vice President in February 1976. Elected a Vice
President of Cerro Corporation in May 1975 and a Director in
June 1975. A Vice President of The Marmon Group, Inc.
(Michigan) since February 1970.

Thomas L. Seifert (37) Secretary and General Counsel since December 1975. Elected
Secretary and Legal Counsel of Marmon in January 1976 and
Associate General Counsel and Assistant Secretary of Cerro
Corporation in October 1975. Prior to joining Cerro, Associate
General Counsel for Canteen Corporation.

Charles B. Cranford (40) Vice President—Controller since January 1974. Controller of
RegO since January 1973.

Donald V. Ytterberg (51) Vice President since December 1972.

ITEM 12.

INDEMNIFICATION OF DIRECTORS AND OFFICERS

The General Corporate Law of the State of Delaware provides authority for the indemnification
of directors and officers in the defense of civil and criminal actions. The Bylaws of the Company
provide for the indemnification of directors and officers to the full extent and in the manner per-
mitted by the laws of the State of Delaware. The Company has no insurance with respect to such
indemnification. . _

LS 002613
3
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ITEM 13.

FINANCIAL STATEMENTS, EXHIBITS FILED, AND REPORTS ON FORM 8-K

(a) Listed below are the financial statements and exhibits filed as part of this report:

(1) Financial Statements—see page 6.

(2) Exhibits—

(A) Calculation of income per share.

(B) Letter from the Company's certified public accountants commenting on changes
in the accounting principles or practices followed by the Company.

(C) Certified copy of Board of Directors' Resolution recommending change of name
of the Company, the consent by less than all the shareholders to change of name
of the Company and a Certificate of Amendment of Certificate of Incorporation.

(b) No report on Form 8-K was required to be filed during the three months ended December
31, 1977.

Part II
ITEMS 14 THROUGH 18, INCLUSIVE

Information called for by items 14 through 18, inclusive, in Part II is not filed at this time
pursuant to General Instruction H which permits omission if a definitive proxy statement is filed
not later than 120 days after the close of the year.

LS 002614
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, The RegO Group, Inc.
has duly caused this Annual Report to be signed on its behalf by the undersigned thereunto duly
authorized.

THE REGO GROUP, INC.
(Registrant)

DATE: March 28, 1978 R. C. GLUTH
R. C. Gluth

Vice-President and Treasurer

DATE: March 28, 1978 T. L. SEIFERT
T. L Seifert

Secretary and General Counsel

LS 002615
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THE RegO GROUP, INC.

INDEX TO FINANCIAL STATEMENTS

COVERED BY REPORT OF CERTIFIED PUBLIC ACCOUNTANTS

Annual report
Form 10-K to shareholder*

(Page) (Page)

Report of Certified Public Accountants 3

Data incorporated by reference from attached The RegO Group, Inc. 1977
Annual Report to Shareholders:

Consolidated balance sheets at December 31, 1977 and 1976 4-5

For the years ended December 31, 1977 and 1976:

Consolidated statement of income 6

Consolidated statement of shareholders' equity 6

Consolidated statement of changes in financial position 7

Notes to consolidated financial statements 8-12

Consolidated schedules for the years ended December 31, 1977 and 1976:

V—Property, plant and equipment 7

VI—Accumulated depreciation, depletion and amortization of property,
plant and equipment 7

XII—Valuation and qualifying accounts and reserves 8

XVI—Supplementary income statement information 8

Schedules not included above are omitted as either not applicable or not required or the required
information is included in the financial statements or the notes thereto.

The individual financial statements and schedules of the Company are omitted because the Company
is primarily an operating company and all subsidiaries included in the consolidated financial state-
ments being filed are totally-held subsidiaries and, in the aggregate, do not have indebtedness to
any person, including the Company and its consolidated subsidiaries, in amounts which exceed 5%
of the total assets as shown by the most recent year-end consolidated balance sheet

Those financial statements listed in the above index together with the report thereon of Arthur
Young & Company dated March 9, 1978 which are included in the Annual Report to Shareholders
of The RegO Group, Inc. for the year ended December 31,1977 are hereby incorporated by reference.
All other pages of the Company's Annual Report to Shareholders are incorporated elsewhere herein
by reference, with the exception of the Letter from the President (page 1), General Information
(page 2) and Business Description (page 3), which are not deemed to be filed as part of this
annual report.

002616
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THE R«gO GROUP, INC.

SCHEDULE V

PROPERTY, PLANT AND EQUIPMENT

(In thousands of dollars)

Classification

Year ended December 31. 1977
Land

Buildings and improvements

Machinery and equipment . . . . . . . .

Year ended December 31, 1976

Land

Buildings and improvements

Machinery and equipment

Balance at
beginning
ot period

$ 598

2,995

7,229

$10,822

$ 598

2,947

7,345

$10,890

Additions,
at cost

$

84

915

$ 999

$

57

429

$ 486

Retirements
and sales

$ (461) (A)

(462) (A)

(453)
$(1.376)

$

(9)

(545)

$ (554)

Balance at
end ot
period

$ 137

2,617

7.691

$10.445

$ 598

2.995

7,229

$10.822

SCHEDULE VI

ACCUMULATED DEPRECIATION, DEPLETION AND AMORTIZATION OF

PROPERTY, PLANT AND EQUIPMENT

(In thousands of dollars)

Description

Year ended December 31, 1977

Buildings and improvements

Machinery and equipment

Year ended December 31, 1976

Buildings and improvements

Machinery and equipment

Balance at
beginning
ot period

$1,442

4,407

$5.849

$1 ,308

4,372

$5.680

Additions
charged to
coats and
expenses

$ 136

693

$ 829

$ 143

572

$ 715

Retirements
and sales

$ (126) (A)

(430)

$ (556)

$ (9)
(537)

$(546)

Balance at
end ot
period

$1,452

4.670

$6.122

$1,442
4.407

$5,849

(A) Relates principally to the sale of a regional warehouse facility.

LS 002617
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THE R«gO GROUP, INC.

SCHEDULE XII

VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

(In thousands of dollars)

9**i<
charge

Won j*
Balance at charged to Balance at
beginning costs and and of

Description of period expenses Deducmrs period

Allowance for doubtful receivables

Years ended December 31,

1977 $ 130 S 55 $ (65)(1)

1976 S 291 $ 42 $ (203) (1)

Inventory valuation reserve

Years ended December 31,

1977 $ 990 $ 64 $ (400) (2) $ 654

1976 $1.650 $1,395 $(2,055) (2) $ 990

(1) Write-off of uncollectible accounts, net of recoveries.

(2) Disposals of obsolete inventory.

*SCHEDULE XVI

SUPPLEMENTARY INCOME STATEMENT INFORMATION

(In thousands of dollars)

Years ended
December 31,

1977 7978

Maintenance and repairs $891 $660

Taxes, other than income taxes

Real estate and personal property 239 251

Payroll 761 609

Sundry 35 31

Rents . 305 298

LS 002618
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EXHIBIT A

THE R«gO GROUP, INC.

CALCULATION OF INCOME PER SHARE

(In Thousands)

Shares for computations:

Weighted average shares outstanding

Common stock equivalents(B) :

Assumed conversion of convertible pre-
ferred stock into common(C)

Common shares for primary income per
share

Assumed conversion of 7% convertible
subordinated debentures(D)

Common shares for fully diluted Income
per share

Net income for computations:

Income (loss) from continuing operations

Income (loss) of discontinued operations

Income (loss) before preferred dividend
requirement

Less preferred dividend requirement(C) . .

Net income (loss) for primary earnings
per share

Add interest savings of 7% convertible de-
bentures, net of applicable income
taxes(D)

Net income (loss) for fully diluted income
per share

Net income (loss) per common share:

Primary

Continuing operations

Net income

Fully diluted

Continuing operations

Net income

7977

2,739

564

3,303

372

3,675

$2.245

2,245

2.245

148

$2,393

$ .68

.68

.65

.65

7976

2,781

2,781

2,781

$ 95

95

(381)

(286)

$ (286)

$ (.10)

(.10)

(•10)

(.10)

7975

2,785

2,785

2,785

$(4,580)

(735)

(5,315)

(383)

(5,698)

$(5,698)

$ (1.79)

(2.05)

(1.79)

(2.05)

1974(A)

2,785

575

3,360

416

3,776

$ 7,476

(1,915)

5,561

5,561

184

$ 5,745

$ 2.23

1.66

2.03

1.52

7973

2,785

580

3,365

428

3,793

$ 3,153

48

3,201

3,201

185

$ 3,386

$ .94

.95

.88

.89

(A) In 1974, the Company changed its fiscal year end to December 31 to conform to the year end
of its parent December 1973 operating results of $279,000, net of taxes of $47,000, have been
credited directly to retained earnings.

(B) Yield of the 7% convertible debentures exceeded 66%% of prime rate at date of issue and,
therefore, is not a common stock equivalent.

(C) Anti-dilutive in 1976 and 1975. Dilutive, and therefore included in shares for primary income
computation, in 1977,1974 and 1973.

(D) Anti-dilutive in 1976 and 1975. LS 002619
9
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CONSENT OP CERTIFIED PUBLIC ACCOUNTANTS

We consent to the incorporation by reference in this Annual Report on Form 10-K of The
RegO Group, Inc. of our report dated March 9, 1978 included in the 1977 Annual Report to Share-
holders of The RegO Group, Inc.

We also consent to the addition of the consolidated schedules of The RegO Group, Inc. listed
in the accompanying index to financial statements to the statements covered by our report dated
March 9,1978 incorporated herein by reference.

ARTHUR YOUNG & COMPANY

Chicago, Illinois
March 28,1978

LS 002620
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To Our Shareholders

The year 1977 showed a substantial improvement from the two preceding years.
Sales of $34,324,000 were up 28% over 1976 and net income was $2,245,000 in 1977 compared to
$95,000 in 1976 (after an inventory valuation adjustment of $697,000 net of tax).

In 1977, the Company adopted the last-in, first-out (LIFO) method of inventory valuation for
substantially all of its inventory. The change to LIFO reduced net income in 1977 by $891,000.

A major factor in the year's profitability was the improvement in the LP-Gas market to which
RegO sells most of its product. RegO's customers, the dealers distributing propane and butane,
had a good year because of the severe winter. They expanded their operations and re-established
their equipment replacement programs.

RegO's cost reduction programs were on target and saved the company over $700,000. A surplus
warehouse and land across the street from the RegO Division plant were disposed of mid-year at
over book value.

The Company substantially reduced product liability insurance coverage in 1977 due to the
unavailability of such coverage at an acceptable cost. As discussed in Note 7 to the consolidated
financial statements, possible losses from product liability claims are not determinable but could
involve significant amounts. The Company is carefully monitoring quality and keeping proper
records in order to minimize product liability exposure.

As you are aware, Golconda Corporation changed its name in June, 1977 to RegO Company and
reincorporated in Delaware. Early in 1978, we changed the name of the parent corporation to
The RegO Group, Inc. and set up the RegO Division as a separate wholly owned subsidiary called
RegO Company. The two name changes required no change in your common or preferred stock
certificates.

Sincerely,

(/
John R. Morrill
President

LS 002624
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GENERAL INFORMATION
Officers and Directors
R. M. Dunn

Director and Chairman of Executive Committee
Ozark Airlines. Inc.. SL Louis, Missouri
Chairman of the Board
Ken-A-Vision Manufacturing Co. (manufacturing)
Kansas City, Missouri

W. Featherstone
Mining Engineer
Wallace, Idaho

R. C. Qluth
Vice President and Treasurer
The RegO Group, Inc.
Executive Vice President
The Marmon Group, Inc. (diversified manufacturing)

G. A. Jones
Executive Vice President
The Marmon Group, Inc. (diversified manufacturing)

H. F. Magnuson
Partner
H. F. Magnuson & Company
(Certified Public Accountants)
Wallace, Idaho

Capital Stock
The Company's common shares are traded on the Pacific, Spokane and Intermountain Stock

Exchanges (symbol: REG). Its preferred stock is traded on the Pacific Stock Exchange (symbol:
REG. PR). The Marmon Group, Inc. owns 90% of the Company's common shares and 76% of its
preferred shares.

The following table presents the quarterly high and low prices of the Company's common and
preferred stock for the past two years as reported by the Pacific Stock Exchange:

J. R. Morrill
President and Chief Executive Officer
The RegO Group. Inc.

R.A. Pritzker
President and Treasurer
The Marmon Group, Inc. (diversified manufacturing)

G. P. Smith
Chairman of the Board
The RegO Group, Inc.

C. B. Cranford
Vice President—Controller

T. L. Seifert
Secretary and General Counsel

D. V. Ytterberg
Vice President

Common Preferred

197T
First Quarter $3%
Second Quarter
Third Quarter
Fourth Quarter

1976
First Quarter ...
Second Quarter
Third Quarter ..
Fourth Quarter .

High

$3%
5
4%
5V4

4V4
4ft
4V4

4V4

Low

$3
3
4%
4

3
3
3%
3%

High

$14%
15%
15%
16V4

12
12%
13
14%

Low

$13%
14V4
14%
14V4

10
11%
12V4
13

No dividends have been paid on common stock during the past two years. A dividend of $.25
per share has been paid each quarter for the past two years on the $1.00 Cumulative Convertible
Preferred Stock.

Transfer Agent & Registrar
American National Bank & Trust Company
33 N. LaSalle Street
Chicago, Illinois 60690

Auditors
Arthur Young & Company
One IBM Plaza
Chicago, Illinois 60611

1978 Annual Meeting
The RegO Group, Inc. 1978 annual meeting

of shareholders will be at 9:00 A.M. on June
16, 1978, at the offices of the subsidiary,
RegO Company, 4201 W. Peterson Avenue,
Chicago, Illinois 60646.

Form 10-K
A copy of the annual report to the Securi-

ties and Exchange Commission on Form 10-K
may be obtained from the Company at no ex-
pense to the shareholder. Direct your request
to:
Mr. Thomas L S&ifert, Secretary
The RegO Group, Inc.
39 South LaSalle Street
Chicago, Illinois 60603 |_S 002625
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BUSINESS DESCRIPTION

On June 17.1977, the shareholders approved a change in the state of incorporation from Idaho
to Delaware by merging Qolconda Corporation into The RegO Group, Inc. (the "Company")
(formerly RegO Company), a wholly-owned Delaware subsidiary. The Company is engaged in
the manufacture and sale of pressure regulators, valves, manifolds, fittings and related equipment
used in the control of gases and liquids. A significant portion of the sales are to the petroleum,
construction and plumbing industries.

REPORT OF CERTIFIED PUBLIC ACCOUNTANTS

The Board of Directors
and Shareholders

The RegO Group, Inc.

We have examined the consolidated balance sheets of The RegO Group, Inc. (formerly Goiconda
Corporation) (the "Company") at December 31, 1977 and 1976, and the related consolidated state-
ments of income, shareholders' equity and changes in financial position for the years then ended.
Our examinations were made in accordance with generally accepted auditing standards and,
accordingly, included such tests of the accounting records and such other auditing procedures as
we considered necessary in the circumstances.

As more fully described in Note 10, the Company purchases a substantial portion of its raw
materials from its parent at prices determined by the parties.

As more fully described in Note 7, in 1977 the Company is subject to possible losses relating
to uninsured product liability claims. It is not possible at this time to determine the ultimate effect
if any, of such claims on the Company's consolidated financial position and results of operations,
and no provision for possible product liability losses, which losses could be significant, has been
made in the accompanying financial statements.

In our opinion, subject to the effects, if any, on the 1977 consolidated financial statements of
the ultimate resolution of the matter discussed in the preceding paragraph, the statements mentioned
above present fairly the consolidated financial position of The RegO Group, Inc. at December 31,
1977 and 1976, and the consolidated results of operations and changes in financial position for the
years then ended, in conformity with generally accepted accounting principles applied on a
consistent basis during the period except for the change, with which we concur, in the method
of valuing inventories as described in Note 2.

ARTHUR YOUNG & COMPANY

Chicago, Illinois
March 9,1978

LS 002626
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THE R«gO GROUP, INC.

CONSOLIDATED BALANCE SHEET

(In thousands of dollars)

ASSETS

Dcc«m6«r 31.
1977

See Notes to Consolidated Financial Statements.

4

1976
Current assets

Cash (including $3,000 of certificates of deposit in 1977) $ 3,294 $ 123

Investment agreement receivable—parent (Note 10) 8,411

Commercial paper, at cost which approximates market 1,100 11,100

Notes and accounts receivable, less allowance for doubtful receivables
(1977—$120; 1976—$130) 4,644 4,504

Inventories (Note 3) 12,173 9,215

Income taxes (Note 5)

Refund receivable 937

Deferred 521 755

Other current assets 86 23

Total current assets 30,229 26,657

Property, plant and equipment—at cost (Note 4)

Land 137 598

Buildings and improvements 2,617 2,995

Machinery and equipment 7,691 7,229

10,445 10,822

Less accumulated depreciation (6,122) (5.849)

Property, plant and equipment—net 4,323 4,973

Excess of cost over underlying equity in net assets acquired 3,135 3,135

Other assets 434 523

$38,121 $35,288

LS 002627
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THE R«gO GROUP, INC.

CONSOLIDATED BALANCE SHEET

(In thousands of dollars)

LIABILITIES AND SHAREHOLDERS' EQUITY

Oee»/nb*r 31,
1977 1976

Current liabilities

Current maturities of long-term debt (Note 4) $ 108 $ 98

Accounts payable 1.913 1,326

Accounts payable—parent ; 1,489 1,098

Accrued liabilities

Income taxes 811

Salaries and wages 175 133

Property and payroll taxes 299 246

Employee benefits • 456 661

Other 389 426

Total current liabilities 5,640 3.988

Long-term debt (Note 4) 6,307 6,421

Deferred income taxes 575 518

Contingent liabilities (Notes 5 and 7)

Shareholders' equity (Notes 4 and 8)

Preferred stock—authorized 919,523 shares, $1.00 par value; issued
and outstanding—368,274 shares in 1977 and 380,902 shares in 1976
(redemption and liquidation value: 1977—$13,810; 1976—$14,284) . 368 381

Common stock—authorized 7,500,000 shares, $.01 par value (no par
in 1976); issued—2,857,110 shares in 1977 and 1976 29 774

Other paid-in capital 6,194 5,648

Retained earnings 19,995 18,127

26,586 24,930

Less common stock in treasury—at cost: 1977—166,466 shares; 1976—
82,718 shares (987) (569)

Total shareholders' equity 25.599 24.361

$38,121 $35,288

LS 002628

See Notes to Consolidated Financial Statements.
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THE RegO GROUP, INC.

CONSOLIDATED STATEMENT OF INCOME

(In thousands of dollars except per share data)

Years ended
December 31,

Revenues

Net sales

Other income •

Costs and expenses

Cost of goods sold .

Selling and administrative expense

Interest expense

Income before allocation of income taxes

Allocation of income taxes (Note 5)

Net income

Net income (loss) per common share (Note 9)

Primary

Fully diluted

CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQU

YEARS ENDED DECEMBER 31, 1977 AND 1976

(In thousands of dollars)

Other
Preferred Common paid-in Retained

stock stock capital earnings

Balance at January 1, 1976 $383 $774 $5.674 $18,413

Purchases during the year (2) (26)

Net income 95

Preferred dividends paid (381)

Balance at December 31, 1976 381 774 5,648 18,127

Change to par value stock (745) 745

Purchases during the year (13) (199)

Net income 2,245

Preferred dividends paid (377)

Balance at December 31, 1977 $368 $ 29 $6,194 $19,995

See Notes to Consolidated Financial Statements.

6

1977

S34.324

1,095

35,419

25,138

5.463

579

31,180

4,239

1.994

S 2.245

$ .68

$ .65

ITY

Treasury
stock

$(520)

(49)

(569)

(418)

$(987)

7870

$26.809

747

27,556

21,618

5.147

601

27.366

190

95

S 95

$ (.10)

$ (.10)

Total

$24,724

(77)

95

(381)

24,361

(630)

2,245

(377)

$25,599
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THE RegO GROUP, INC.

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION

(In thousands of dollars)

Years ended
December 31.

1977 1976

Sources of working capital

From operations

Net income S 2,245 $ 95

Charges (credits) not involving working capital

Depreciation 829 715

Deferred income taxes 57 (47)

Other 89 42

Working capital provided from operations 3,220 805

Disposition of property, plant and equipment 820 8

Total 4.040 813

Uses of working capital

Purchase of property, plant and equipment 999 486

Reduction of long-term debt ... - 114 285

Preferred dividends paid 377 381

Purchase of capital stock 630 77

Other—net 142

Total uses of working capital 2,120 1,371

INCREASE (DECREASE) IN WORKING CAPITAL $ 1,920 S (558)

Changes in the components of working capital

Cash, certificates of deposit, investment agreement receivable and
commercial paper $ 1,582 S 3,647

Notes and accounts receivable—net 140 (674)

Inventories 2.958 (1,560)

Income taxes (1,171) (160)

Investments held for sale (250)

Net assets of businesses held for sale (715)

Other current assets :... 63 (146)

Net increase in current assets 3.572 142

Current maturities of long-term debt 10 9

Accounts payable 978 154

Accrued liabilities 664 537

Net increase in current liabilities ..'... 1,652 700

Increase (decrease) in working capital 1,920 (558)

Working capital at beginning of year 22,669 23,227

Working capital at end of year $24,589 S22.669

See Notes to Consolidated Financial Statements.
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THE R«gO GROUP, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Tabular amounts are in thousands of dollars except as noted)

Note 1. Organization
On June 17, 1977. the shareholders approved a change in the state of incorporation from Idaho

to Delaware by merging Golconda Corporation into The RegO Group, Inc. (the "Company")
(formerly RegO Company), a wholly-owned Delaware subsidiary. This change had no effect on the
consolidated financial statements of the Company. The Marmon Group, Inc. (Marmon) owns 76%
of the Company's preferred stock and 90% of its common stock, representing 88% of the outstanding
voting stock of the Company.

Note 2. Summary of Significant Accounting Policies
Consolidation—all subsidiaries are consolidated and significant intercompany transactions and

balances have been eliminated.
Inventories—are stated at the lower of cost or market (principally net realizable value). In 1977,

the Company adopted the last-in, first-out (LIFO) method of inventory valuation for substantially all
of its inventories. The change was made in order to more closely match current costs with current
revenues. The LIFO method is common in the industry and is the predominant method used by
Marmon's accounting predecessor company. The cost of the remaining inventories in 1977 (and
the cost of all inventories in 1976) was determined on a first-in, first-out (FIFO) basis.

Property, plant and equipment—for financial reporting purposes prior to January 1, 1977, the
Company computed depreciation principally on a straight-line basis over the estimated useful lives
of the assets. Beginning January 1, 1977, the Company changed to accelerated depreciation
methods for all assets acquired subsequent thereto in order to conform to the method predominantly
used by Marmon and its other consolidated subsidiaries and to adopt a method under which periodic
increases in maintenance will tend to be offset by periodic declines in depreciation. Such change
did not have a material effect on income in the current year. The estimated lives used in determining
depreciation are as follows:

Buildings and improvements 5 to 50 years
Machinery and equipment 5 to 20 years

Maintenance and repairs are charged to operations as incurred. Major betterments and renewals
are capitalized. Any gain or loss upon disposal is reflected in operations.

Income taxes—provision is made for deferred taxes which arise primarily from the use of
accelerated depreciation methods for tax purposes and from provisions relating to inventory valua-
tion which are not currently deductible for tax purposes. Available investment tax credits (not sig-
nificant in amount) are accounted for under the "flow-through" method.

Since February 25, 1976, the Company has been included in the consolidated federal tax return
of GL Corporation, the parent of Marmon. Under the terms of a tax sharing agreement with its
parent, federal income taxes are computed as if the Company and its subsidiaries continued to file
a separate consolidated return and liabilities are remitted to and benefits and refunds obtained from
its parent on this basis. State income tax returns are filed on an individual company basis.

Excess of cost over underlying equity in net assets acquired—the amount shown on the balance
sheet arose prior to fiscal year 1971 and is not being amortized because, in the opinion of manage-
ment, there has been no diminution of value.

Pension plans—current costs are accrued and funded on a current basis; unfunded past service
costs are accrued and funded on a thirty-year basis.

Note 3. Inventories r-
Inventories used in the computation of cost of goods sold are comprised of the following: g

7977 1978 1975 £J
Inventories at the lower of cost or market ' g

Finished goods and work in process $15,375 $8,118 $ 9,134
Raw materials and supplies 1.479 J197 1.641 _j

13,854 9,215 10.775
Less LIFO reserve 1,681

$12.173 $9,215 $10.775
8
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THE RegO GROUP, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The change to LIFO in 1977 reduced net income by $891,000 or $.27 per share ($.24 on a fully
diluted basis). There is no effect on prior years earnings resulting from the change to LIFO in 1977.

Note 4. Long-term debt
Long-term debt is comprised of the following:

December 31.
1977

7% convertible subordinated debentures, due January 1, 1990 $3,970
10% first mortgage note, payable in monthly installments of $28,975 including

interest, final payment due April 1, 1990 2.445

Less current maturities
$6,307

T976

$3,976

2.543
6,519

98
$6,421

The net book value of the property subject to the mortgage at December 31, 1977 was $964,000.

The aggregate amounts of long-term debt maturing in each of the years 1979-1982 are: $389,000
in 1979, $457,000 in 1980, $471,000 in 1981 and $486.000 in 1982.

The 7% convertible subordinated debenture agreement contains covenants which provide,
among other things, that consolidated working capital is to be maintained at not less than
Si 0.000,000 and that the Company will not pay cash dividends on its common stock or acquire for
cash any shares of its common stock in excess of $1,000,000 plus its cumulative consolidated net
income, less preferred dividends, after November 30, 1969. At December 31, 1977, consolidated
net working capital was $24,589,000; $5,639,000 was available for the payment of cash dividends
on its common stock and the purchase of shares of its common stock.

The trust indenture underlying the convertible subordinated debentures provides, among other
things, that the debentures are redeemable at the Company's option at prices ranging from 103%
in 1978 to 100% in 1984, and that sinking fund payments of $325,000 are required annually with an
option to make additional annual payments of $325,000 without premium; such payments can be
reduced by the principal amount of debentures acquired by the Company or converted into common
stock. All of the 1978 installments and $55,000 of the 1979 installments have been satisfied. The
debentures are convertible into shares of common stock at a conversion price of $10.67 per share
(subject to non-dilution provisions).

Note 5. Income Taxes
The provision for (benefit from) income taxes consists of:

Current
Federal

1977 1976

State
Deferred (principally federal)

The income tax effects of significant items which resulted in effective tax rates of 47% and
50% for 1977 and 1976, respectively, follow:

Income taxes based on 48% of reported income
Increase (decrease) resulting from:

Investment tax credits ;..
Profits of Domestic International Sales Corporation
State and other income taxes, less related federal income tax benefits
Other

Income taxes as reported

1976

$ 91
egco
CO
CN
o
o
CO
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THE R0gO GROUP, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Tax law allows or requires the determination of taxable income in a manner different from
generally accepted accounting principles. The provision for deferred income taxes resulting from
timing differences is comprised of the following:

7977 1976

Excess of tax over book depreciation S 74 $ 39
Losses realizable for tax purposes on prior year write down of assets to estimated

realizable value 119 401
Inventory reserves '. 147 359
Product liability reserve (17) (83)
Other (32) (128)

Deferred income tax provision $291 $588

The 1976 deferred income tax provision (at an effective rate of 50%) has been decreased by
$380,000, with no effect on net income, to reflect the 1975 federal income tax return as filed.

Examinations by the Internal Revenue Service (Service) of the Company's federal income tax
returns for the years 1969 through 1972 have been substantially completed. The Service is in the
initial stages of an examination of the federal income tax returns for the years 1973 and 1974 but
has not progressed sufficiently to form any conclusions relating to matters in such returns. Manage-
ment believes that adequate allowances have been established for all income tax liabilities relating
to the Company. As a member of the GL Corporation (Marmon's parent) consolidated federal
income tax group, the Company is contingently liable for federal income taxes attributable to other
members of the group. GL has agreed to indemnify the Company against any such liabilities.

Note 6. Pension Plan*
The Company has two pension plans covering substantially all employees. The charges to

operations for the cost of the pension plans for the years ended December 31, 1977 and 1976 were
3531,000 and $533,000, respectively.

The unfunded past service cost relating to the above plans was approximately $3,564,000 at
December 31, 1977. The vested benefits exceed the total of the pension fund assets and balance
sheet accruals by approximately $2,127,000 at that date.

Note 7. Contingent Liabilities
The Company is one of thirty-five defendants in a class action filed on October 29, 1973, in the

United States District Court for the Southern District of California. The complaint seeks damages
and other relief as a result of alleged violations of federal securities laws, illegal loans, improper
acts and conspiracy to commit the foregoing acts and fraud. The parties have agreed to a settle-
ment, subject to court approval, which would dismiss the Company from this proceeding. In the
opinion of management and general counsel, there will be no material adverse effect to the
Company whether or not the settlement is approved.

For all periods through December 31, 1976, the Company has no material exposure for product
liability claims. Beginning January 1, 1977 the Company purchased a product liability insurance
policy pursuant to which the Company will, in effect, bear the cost of the first $200,000 of each
claim and the next $400,000 of each claim (up to an aggregate of $900,000) over and above the
first $200,000 of each claim. A number of product liability claims with respect to 1977 have been
asserted and, based upon the Company's historic experience, additional claims might be asserted
as such claims are sometimes initiated up to two or more years following an alleged product
malfunction. Therefore, in the opinion of management, it is not possiBle at this time to determine
the ultimate effect, if any, of such claims on the Company's consolidated financial position and results
of operations, and no provision for possible product liability losses, which losses could be significant,
has been made in the accompanying financial statements. This method of accounting is in con-
formity with Financial Accounting Standard No. 5.

LS 002633
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THE RegO GROUP, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Note 8. Capital Stock

The outstanding preferred stock is entitled to a preferential cumulative annual dividend at the
rate of $1.00 per share. The shares are redeemable at the Company's option at $37.50 per share
plus unpaid cumulative dividends. The preferred stock has liquidation rights over the common
stock in any final distribution and is entitled to one vote for each share held.

The outstanding preferred shares are convertible into common shares at the option of the
holder at the rate of one and one-half shares of common stock for each preferred share held.
This conversion rate is subject to non-dilution provisions.

At December 31, 1977, 1,216,949 shares of authorized but unissued common shares have been
reserved as follows: 552,411 shares for conversion of preferred stock; 372,071 shares for conversion
of the 7% convertible subordinated debentures (Note 4); and 292,467 shares for exercise of out-
standing warrants for the purchase, at $14.51 per share, of common stock. The warrants expire
January 15,1979.

Note 9. Income (low) per common share

Primary income per share for 1977 is based on net income and the weighted average number
of shares of common stock and common stock equivalents (shares issuable upon the assumed
conversion of preferred stock) outstanding during the year. For 1976, primary loss per share was
based on net income less preferred dividend requirements and the weighted average number of
shares of common stock outstanding as the assumed conversion of preferred stock was anti-dilutive.

Fully diluted income per share for 1977 reflects the assumed conversion of the weighted average
number of convertible debentures outstanding during the year and the related interest savings net
of tax. For 1976, the assumed conversion of the convertible debentures was anti-dilutive.

Note 10. Related party transactions

Transactions between the Company and its parent, at prices and upon terms determined by the
parties, include the following:

1977 1976

Purchases of raw materials by the Company $ 5,285 $ 4,327

Management fee charged to the Company 116 115

Interest income(1) 411

(1) The Company has an informal investment agreement with Marmon whereby a portion of the
Company's excess funds ($8,411,000 at December 31, 1977) is invested by Marmon on behalf
of and for the benefit of the Company.

The Company does not have any other material transactions with its parent or other affiliated
companies other than certain expenses, including federal income taxes, paid by its parent and
charged to the Company which are directly attributable to the Company. The management fee
covers certain services, including general management, personnel matters, insurance and pension
plan matters, legal, accounting and taxation matters and other similar matters which its parent
provides to its divisions, subsidiaries and affiliates.

In December 1976, the Company sold its investments in mining stocks and related assets to a
director for $175.000 resulting in a loss in 1976 of $135,000. The mining stocks were originally pur-
chased for $788,000 and were subsequently written down, in 1975, to an estimated realizable-value
of $250,000. The write-down was made because, in the opinion of management, the value of the
assets underlying these mining stocks had become permanently impaired. The sale was approved
by the Company's Board of Directors, with the acquiring director abstaining from voting.

u LS 002634
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THE R«gO GROUP, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Not* 11. Industry Information
The Company operates in one industry—products used in the control or regulation of the flow

of gases and liquids, a significant portion of which is sold to the petroleum, construction and plumb-
ing industries.

Two customers, in the aggregate, accounted for approximately $7,100,000 or 21% of total sales
in 1977. Export sales in 1977 were in the following geographic areas:

Sal»3

Canada $1,527
Central and South America 731
Asia and Far East 447
Europe 401
All other 455

$3.561

The Company has no foreign operations.

Note 12. Quarterly data (Unaudited)
Quarter Ended

Mar. 31 Juno 30 Sept. 30 Dee. 31
1977

Sales $7,937 $9,395 $7,962 $9,030
Cost of sales

As originally reported 6,044 6,735 5,928
As restated 6,026 6,716 5,908 6,488

Income before income taxes
As originally reported 624 1,197 706
As restated 669 1,335 904 1,331

Net income
As originally reported 312 639 349
As restated 355 707 479 704

Net income per common share
Primary

As originally reported .08 .19 .10
As restated .09 .22 .14 .22

Fully diluted
As originally reported .08 .19 .10
As restated .09 .20 .14 .20

1976
Sales $6,315 $6,606 $6,054 $7,834
Cost of sales 5,055 6,213 4,400 5,950
Income (loss) before income taxes 130 (816) 347 529
Net income (loss) 64 (408) 174 265
Net income (loss) per share

Primary (.01) (.18) .03 .06
Fully diluted (.01) (.18) .03 .06

The restated amounts shown above for each of the first three quarters in 1977 reflect restatement
for (1) the adoption in 1977 of the last-in, first-out (LIFO) method of inventory valuation less under
absorption of manufacturing overhead and reduction of the provision for product liability losses,
and (2) related income tax effects.

LS 002635
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THE R«gO GROUP, INC.

FIVE YEAR SUMMARY OF OPERATIONS

(In thousands of dollars except per share data)

The following consolidated summary of operations of The RegO Group, Inc. for the four years
ended December 31, 1977 and the year ended November 30, 1973 is not reported upon herein by
certified public accountants. This summary should be read in conjunction with the consolidated
statements of the Company and the certified public accountants' report with respect thereto, which is
qualified as set forth therein for the year ended December 31, 1977, contained elsewhere in this
Annual Report to Shareholders.

Years «nd«d

December 31.

Continuing operations
Net sales
Cost of goods sold (Note B )
Selling and administrative expenses . . .
Interest expense
Unusual losses (income) (Note C)
Other income — net

Income (loss) before income taxes . . .
Income tax (provision) benefit
Income (loss) from continuing

operations
Discontinued operations (Note D)
Net income (loss)
Preferred stock dividend requirement
Net income (loss) applicable to common

stock

1977

$34,324
25,138
5,463

579

(1,095)
30,085
4,239

(1,994)

2.245

2,245
(377)

$ 1.868

1976

$26,809
21,618
5,147

601

(747)

26,619
190
(95)

95

95
(381)

$ (286)

1975

$21,481
19,308
4,808

715
1,907

(301)
26.437
(4,956)

376

(4,580)
(735)

(5,315)
(383)

$f 5.698)

1974(A)

$31,059
24,078
6,136
1,162

(10,541)

(658)
20,177
10,882
(3,406)

7,476
(1,915)
5,561
(383)

$ 5.178

November
30,

1973

$33,011
23,540
5,643

795
(1,753)

(338)
27,887
5,124

(1.971)

3,153
48

3,201
(385)

$ 2.816

Net income (loss) per common share
Primary

Continuing operations $ .68
Net income (loss) .68

Fully diluted
Continuing operations .65
Net income (loss) .65

Weighted average common shares
outstanding
Primary 3,303
Fully diluted 3,675

(.10)
(.10)

(.10)

(.10)

$ (1.79)
(2.05)

(1.79)
(2.05)

$ 2.23
1,66

2.03
1.52

2,781
2,781

2,785
2,785

3,360
3,776

.94

.95

.88

.89

3,365
3,793

(A) During 1974, the Company changed its fiscal year-end to December 31 to conform to the year-
end of its parent. December 1973 operating results of $279,000, net of taxes of $47,000, have
been credited directly to retained earnings.

(B) See Note 3 to Notes to Consolidated Financial Statements with respect to the adoption of the
UFO method of inventory valuation in 1977.

(C) The loss in 1975 includes a $1,178,000 provision for losses incurred in a plant shut-down and a
$729,000 loss resulting from write downs of investments in and advances to various foreign joint
ventures. The unusual income in 1974 and 1973 resulted from sales of marketable securities.

(D) Discontinued operations principally reflect the losses on sales of the Company's food service
equipment and aerospace components manufacturing businesses.

LS 002636
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MANAGEMENTS DISCUSSION AND ANALYSIS
OF RESULTS OF OPERATIONS

Year 1977 vs. 1976:

Net sales increased 28% primarily due to continued, improved conditions in the LP-gas market
and new sales programs. This resulted in increased prices, unit volume and better sales mix.

Gross profit as a percentage of sales increased from 19% in 1976 (after $1,395,000 for inven-
tory valuation provision) to 27% in 1977 (after $1,681,000 provision for change to UFO inventory
valuation). This increase relates to increased selling prices, better sales mix to higher margin
LP-gas products and improved utilization of production facilities at higher activity levels.

Selling and administrative expenses increased 6% mainly due to increased marketing costs
related to higher sales volumes.

Interest expense decreased $22,000 as a result of the decrease in long-term debt. Other income
increased $348,000 mainly due to increased interest and royalty income in 1977 and the loss on
sale of mining stocks and related assets in 1976.

Net income increase of $2,150,000 can be attributed primarily to improved market conditions
in LP-gas, new sales programs, better pricing and increased utilization of production facilities with
control over costs related to increased volumes.

Year 1976 vs. 1975:

Net sales increased 25% due principally to a revival of the LP-gas market from its depressed
condition in 1975. This provided the basis for price increases, increased unit sales volume and
better sales mix.

Gross profit increased as a percentage of sales from 10% in 1975 to 19% in 1976. This increase
relates to increased selling prices and better sales mix to higher margin LP-gas equipment.

Selling and administrative expenses increased 7% due principally to increased selling expenses,
product liability insurance expense and the addition of the management fee from its parent
(Marmon) offset by decreased outside professional services including legal and data processing.

Interest expense decreased by $114,000 in 1976 as a result of the decrease in long-term debt.
1975 also included $60,000 of interest related to a bank note repaid in January 1975.

Other income increased $446,000 principally due to the charge in 1975 of $538,000 to write
down mining stock investments to estimated realizable values.

Net income increase of $5,410,000 is due to improved operational results in 1976 over 1975
discussed above, and the absence in 1976 of unusual losses incurred in a plant shut-down, write
down of foreign joint ventures and discontinued operations.

Fourth Quarter Results:

Comparison of results for the quarters ended December 31,1977 vs. September 30,1977

Sales—Increased $1,068,000 or 13%.

The sales increase reflects the seasonal pattern following plant and customer vacation shut-
downs and reduced business activity in the third quarter.

Net income—Increased $225,000 or 47%.

Increased sales activity allowed better utilization of production facilities and absorption of fixed
elements of cost.

14 LS 002637
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Comparison of results for the quarters ended December 31, 1977 vs. December 31, 1976

Sales—Increased $1,196,000 or 15%.
The effect of improved market conditions in the LP-gas industry with resultant improved pricing

and higher unit sales was the primary cause of the higher sales.

Net income—Increased $439,000 or 166%.

Improved pricing, better sales mix and fuller utilization of facilities all contributed to the
improved earnings. Cost levels were controlled in relation to the increased volumes. The net income
for the fourth quarter of 1976 was reduced $228,000 for significant year end adjustments. These
adjustments consisted of an inventory valuation provision, product liability losses, loss on sale of a
product line and additional health and accident expenses. No similar items were present in 1977.
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SECURITIES AND EXCHANGE COMMISSION
Washington, O.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the Fiscal Year Ended
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1-848

The RegO Group, Inc.
(Exact name of registrant as specified in its charter)

Delaware
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Identification Number)

60803
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Securities registered pursuant to Section 12(b) of the Act:
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$1.00 Cumulative
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Common Stock
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Pacific Stock Exchange, Spokane Stock
Exchange and Intermountain Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:
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the close of the period covered by this report
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2,671,494 shares
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Part I
ITEM 1.

BUSINESS

General Development ol Business

There have not been any material changes in the current year in the manner of conducting the
business.

Financial Information About Industry Segments

The RegO Group, Inc.'s (the Company) continuing manufacturing operations are, and have
been for the last five years, engaged in one industry—the manufacture and sale of pressure regu-
lators and other devices used to control the flow of gases and liquids.

Narrative Description ot Business

The Company designs, develops, manufactures and markets pressure regulators, valves and
other control equipment for LP-gas and anhydrous ammonia; pressure regulators, cylinder valves,
manifolds and other control equipment for compressed gases and gas welding and cutting equip-
ment. The Company also manufactures and markets a line of fittings for use with copper tubing,
garden and air hoses. A common characteristic of these products is the control of the flow of gases
and liquids under a wide variety of temperatures and pressure extremes.

Raw materials and components used in the manufacturing operations are available from more
than one supplier, although certain parts and materials are obtained from a single supplier.

The Company is subject to intense competition from older and larger firms having greater
financial resources and from smaller local and regional firms which have advantages deriving
from proximity to local markets. Its products are sold principally in the United States through full-
time salesmen, distributors and manufacturer's agents. A significant portion of the sales are to the
petroleum, construction and plumbing industries. The Company (1) is not required to carry
significant amounts of inventories to meet rapid delivery requirements of its customers and (2) ex-
tends payment terms to certain customers, principally on export sales.

Research and Development

The dollar amount of expenditures for research and development activities during the last two
years was not material.

Major Customers

No one customer accounted for more than 10% of total sales in 1978; however, 25% of its
sales were to its five largest customers.

Backlog

As of December 31, 1978, the Company's backlog of orders totaled approximately $7,000,000,
all of which are expected to be filled in 1979. At December 31, 1977, the backlog amounted to
approximately $6,000,000. Backlog amounts are not necessarily indicative of sales for subsequent
periods because of the short lead time between receipt of order and delivery.

Environmental Matters

The Company is subject to environmental regulation by federal, state and local authorities.
There are no material expenditures required for pollution control equipment under applicable
environmental laws.

Employees

The Company had approximately 700 full-time employees at December 31, 1978.

LS 002640

Golc-CDAdm-1655



Financial Information About Foreign and Domestic Operations, Including Export Sales

All of the Company's operations are conducted in the United States. Export sales were in trie
following geographic areas (in thousands of dollars):

Salts

Canada
Central and South America
Asia and Far East

United Kingdom

Europe

Africa and Near East

1378

$1.344

822

758

414

366

300

$4,004

1977

S1.527

731

447

197

401

258

53,561

ITEM 2.

SUMMARY OP OPERATIONS

The Summary of Operations for the five years ended December 31, 1978 and Management's
Discussion and Analysis of Results of Operations appear on pages 13 and 14 of the Company's 1978
Annual Report to Shareholders and are incorporated herein by reference.

ITEM 3.

PROPERTIES

Manufacturing operations are conducted at two Company-owned locations in the Chicago area
which have an aggregate of approximately 340,000 square feet of floor space. Two distribution
centers (Saddle River, New Jersey and Kansas City, Missouri) with an aggregate of approximately
10,000 square feet are leased on an annual rental basis. In the opinion of management, the facilities
are well maintained, substantially utilized and suitable for their intended use.

ITEM 4.

PARENTS AND SUBSIDIARIES

The Marmon Group, Inc. (Marmon), (a subsidiary of GL Corporation, which owns 82% of the
voting interest in Marmon), a Delaware corporation located at 39 South LaSalle Street, Chicago,
Illinois 60603, owns 78% of the Company's preferred stock and 90% of its common stock, constituting
89% of the outstanding voting stock and is deemed the parent of the Company.

Subsidiarin
Following is a list of all subsidiaries owned by the Company at December 31, 1978, all of which

are included in the Company's consolidated financial statements:

Name of Subsidiary

RegO Company* . ... . ...
RegO Distribution Center, Inc. .
4201 W. Peterson Corporation
ReaO International. Inc

Percentage
at Voting
Securities

Owned

100
100
100
100

State of
Incorporation

Delaware
Delaware
Delaware
Illinois

*0n January 27, 1978, the Company's principal operating division
(RegO) was transferred to RegO Company, a newly formed

US 002641
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ITEM 5.

LEGAL PROCEEDINGS

A number of product liability claims have been asserted against the Company. The Company's
business involves the design, manufacture and sale of various regulators, valves and other equip-
ment used in controlling the flow of gases and liquids under a wide variety of temperatures and
pressures. The products are often incorporated into other and larger finished products. Given the
nature of its products, the Company believes that product liability claims are ordinary routine liti-
gation incidental to its business. Based upon the Company's experience, product liability claims
may be asserted up to two or more years following the alleged incident or alleged malfunction.

ITEM 6.

INCREASES AND DECREASES IN OUTSTANDING SECURITIES AND INDEBTEDNESS
Number

of shares

(A) Cumulative Convertible Preferred Stock
Balance December 31, 1977 368,274
Purchased during the year (7,675)
Conversion into common stock (167)
Balance December 31, 1978 360.432

(B) Common Stock
Balance December 31, 1977 2,690,644
Purchased during the year (19,400)
Conversion of preferred stock 250
Balance December 31, 1978 2,671,494

Fac« value
(C) 7% Convertible Subordinated Debentures, due

January 1,1990
Balance December 31, 1977 $3,970,000
Purchased during the year (487,000)
Balance December 31, 1978 $3,483,000

ITEM 7.

CHANGES IN SECURITIES AND CHANGES IN SECURITY FOR REGISTERED SECURITIES

None

ITEM 8.

DEFAULTS UPON SENIOR SECURITIES

None

ITEM 9.

APPROXIMATE NUMBER OF EQUITY SECURITY HOLDERS
Number ot record

holders as ot
Title ot class DacemOer 31. 1978

Cumulative Convertible Preferred Stock 566
Common Stock 1,161
7% Convertible Subordinated Debentures, due January 1, 1990 608
Warrants to purchase Common Stock at

$14.51 per share (expired January 15, 1979) 4

ITEM 10.

SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS (_S 002642

None
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ITEM 11.

INDEMNIFICATION OF DIRECTORS AND OFFICERS

The General Corporate Law of the State of Delaware provides authority for the indemnification
of directors and officers in the defense of civil and criminal actions. The Bylaws of the Company
provide for the indemnifications of directors and officers to the full extent and in the manner
permitted by the laws of the State of Delaware. The Company has no insurance with respect to such
indemnification.

ITEM 12.

RNANCIAL STATEMENTS, EXHIBITS FILED AND REPORTS ON FORM 8-K

(a) Listed below are the financial statements and exhibits filed as part of this report:

(1) Financial Statements—see page 6.

(2) Exhibit—

(A) Calculation of net income (loss) per common shan ee page 9.

(b) No report on Form 8-K was required to be filed during the three months ended December 31,
1978.

Part II
ITEMS 13 THROUGH 15, INCLUSIVE

Information called for by Items 13 through 15, inclusive, in Part II is not filed at this time
pursuant to General Instruction H, which permits omission if a definitive proxy statement is filed not
later than 120 days after the close of the year.

LS 002643
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SIGNATURES

Pursuant to the requirements of Sections 13 or 15(d) of the Securities Exchange Act of 1934,
The RegO Group, Inc. has duly caused this Annual Report to be signed on its behalf by the under-
signed thereunto duly authorized.

THE REGO GROUP. INC.
(Registrant)

*

DATE: March 30, 1979
Robert C. Gluth

Vice-President and Treasurer

DATE: March 30, 1979

Genera/ Counsel
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THE RegO GROUP, INC.

-tS

I-;.

INDEX TO FINANCIAL STATEMENTS

COVERED BY REPORT OF CERTIFIED PUBLIC ACCOUNTANTS

flaforeno

Form TO-K
(Pag*)

Report of Certified Public Accountants

Data incorporated by reference from attached The RegO Group, Inc. 1978
Annual Report to Shareholders:

Consolidated balance sheets at December 31, 1978 and 1977

For the years ended December 31,1978 and 1977:

Consolidated statement of income

Consolidated statement of shareholders' equity

Consolidated statement of changes in financial position

Notes to consolidated financial statements

Consolidated schedules for the years ended December 31, 1978 and 1977:

V—Property, plant and equipment

VI—Accumulated depreciation, depletion and amortization of property,
plant and equipment

Annual report
/)«r«flo/
(Pig*)

4-5

6
6
7

8-12

XII—Valuation and qualifying accounts and reserves

XVI—Supplementary income statement information .

7

8

8

Schedules not included above are omitted as either not applicable or not required or the
required information is included in the consolidated financial statements or the notes thereto.

The individual financial statements and schedules of the Company are omitted because the
Company is primarily an operating company and all subsidiaries included in the consolidated financial
statements being filed are totally-held subsidiaries and, in the aggregate, do not have indebtedness
to any person in amounts which exceed 5% of the total assets as shown by the most recent year end
consolidated balance sheet

Those consolidated financial statements listed in the above index, together with the report there-
on of Arthur Young & Company dated March 23, 1979, which are included in the Annual Report to
Shareholders of The RegO Group, Inc. for the two years ended December 31, 1978 are incorporated
herein by reference. All pages of the Company's Annual Report to Shareholders, with the exception
of the Letter from the President (page 1), General Information (page 2) and Business Descrip-
tion (page 3), which are not deemed to be filed as part of this annual report, are incorporated else-
where herein by reference.
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THE RegO GROUP, INC.

SCHEDULE V

PROPERTY, PLANT AND EQUIPMENT

(In thousands of dollars)

Classification

Year ended December 31, 1978

Land

Buildings and improvements

Machinery and equipment

Year ended December 31. 1977

Land

Buildings and improvements

Machinery and equipment . .

(A) Relates principally to

Balance at
Beginning Additions
of period at cost

$ 137 $

2,617 37

7,691 1 ,072

$10,445 $ 1.109

$ 598 $

2,995 84

7.229 915

$10.822 $ 999

the sale of a regional warehouse

SCHEDULE VI

Retire-
ments

and sales
-^^^^^^—^

$

149

$ 149

$ 461 (A)

462(A)

453

$ 1,376

facility.

Balance
at end of
period

$ 137

2,654

8.614

$11.405

$ 137

2,617

7,691

$10.445

ACCUMULATED DEPRECIATION, DEPLETION AND AMORTIZATION OF

PROPERTY, PLANT AND EQUIPMENT

(In thousands of dollars)

Classification

Year ended December 31, 1978

Buildings and improvements

Machinery and equipment

Year ended December 31, 1977

Buildings and improvements

Machinery and equipment .

Additions
Balance at charged to
beginning costs and
of period expenses

$1 ,452 $ 97

4,670 717

$6,122 $ 814

$1,442 $ 136

4,407 693
$5.849 $ 829

Retire-
ments

and sales

$

136

$ 136

$ 126(A)

430
$ 556

Balance
at end of
period

$1,549

5.251

$6,800

$1.452

4,670
$6,122

(A) Relates principally to the sale of a regional warehouse facility.
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THE R«gO GROUP, INC.

SCHEDULE XII

VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

(In thousand* of dollars)

Descript/oo

Allowance for doubtful receivables:

Years ended December 31,

1978

1977

Se/a/we it
beginning
at per/od

Additions
ehvged to
costs and
expenses

Inventory valuation allowance:

Years ended December 31,

1978

1977

Deductions

S
HUH

$

$
•IHH

$

,131 (A)

65(A)

206(B)

400(B)

(A) Write-off of uncollectible accounts, net of recoveries.

(B) Disposals of obsolete inventory.

at end ol
period

S
•̂̂

S

97
•̂ •M

120

SCHEDULE XVI

SUPPLEMENTARY INCOME STATEMENT INFORMATION

(In thousand* ol dollar*)

Years ended
December 31.

1978

Maintenance and repairs $866

Payroll taxes 856

1977

$891

761
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THE R«gO GROUP, INC.

CALCULATION OF NET INCOME (LOSS) PER COMMON SHARE

(In thousands, except per share data)

7978 7977 7976 T975 7974

Shares for computations:
Weighted average shares outstanding

Common stock equivalents — assumed con-
version of convertible preferred stock into
common (A) (B)

Common shares for primary income per share

Assumed conversion of 7% convertible sub-
ordinated debentures(C)

Common shares for fully diluted income per
share . .

Net income (loss) for computations:

Income (loss) from continuing operations ..

Loss from discontinued operations

Income (loss) before preferred dividend re-
quirement .

Less preferred dividend requirement (B)

Net income (loss) for primary income per
share

Add interest on 7% convertible debentures,
net of applicable income taxes(C)

Net income (loss) for fully diluted income per
share

Net income (loss) per common share:

Primary

Income (loss) from continuing operations .

Net income (loss)

Fully diluted

Income (loss) from continuing operations .

Net income (loss)

2,684

2,684

326

3,010

$1,733

1,733

(366)

1,367

122

S1 489

$ .51

.51

.49

.49

2,739

564

3.303

372

3,675

$2,245

2,245

2,245

148

S2.393

$ .68

.68

.65

.65

2.781

2,781

2.781

$ 95

95

(381)

(286)

$ (286)

S (.10)

(.10)

(.10)

MO)

2,785

2,785

2.785

$(4,580)

(735)

(5.315)

(383)

(5,698)

$(5,698)

$ (1.79)

(2.05)

(1.79)
(2.05)

2 785

575

3,360

416

3,776

$ 7,476

(1.915)

5,561

5,561

184

$ 5,745

$ 2.23

1.66

2.03

1.52

(A) Yield of the 7% convertible debentures exceeded 66%% of prime rate at date of issue and,
therefore, this security is not a common stock equivalent.

(B) Anti-dllutive in 1978, 1976 and 1975. Dilutive, and therefore included in shares for primary
income computation, in 1977 and 1974.

(C) Anti-dilutive in 1976 and 1975.
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CONSENT OF CERTIFIED PUBUC ACCOUNTANTS

We consent to the incorporation by reference in this Annual Report on Form 10-K of The RegO
Group, Inc. of our report dated March 23, 1979 included in the 1978 Annual Report to Shareholders
of The RegO Group, Inc.

We also consent to the addition of the consolidated schedules of The RegO Group, Inc. listed in
the accompanying index to financial statements to the statements covered by our report dated
March 23, 1979 incorporated herein by reference.

ARTHUR YOUNG & COMPANY

Chicago, Illinois
March 23,1979
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To Our Shareholders

Sales in the year 1978 of $35,010,000 were up 2% over 1977. Net income in 1978, however,
was $1,733,000 compared to $2,245,000 in 1977.

The reduction in net income was primarily the result of competitive conditions in the LP-gas
market. The company was unable to offset rising costs with adequate price increases.

In other respects, RegO continued to improve its operations. Additional computer con-
trolled cutting equipment and new screw machines have been added in a modernization program
of manufacturing facilities. Cost reduction and new design programs were able to partially offset
cost increases and are providing increased efficiency and additional competitive capabilities. Sales
and distribution has been strengthened in the LP-gas market due to new sales programs and are
being expanded in other market areas available to RegO.

Sincerely,

u
John R. Morrill
President
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GENERAL INFORMATION
Officers and Directors
*tR. M. Dunn

Director and Chairman of Executive Committee
Ozartc Airlines, Inc.. St. Louis, Missouri
Chairman of the Board
Ken-A-Vlsion Manufacturing Co. (manufacturing)
Kansas City, Missouri

*tW. Featherstone
Mining Engineer
Hayden Lake, Idaho

* R. C. Gluth
Vice President and Treasurer
The RegO Group, Inc.
Executive Vice President
The Mormon Group, Inc.

(diversified manufacturing)
* G. A. Jones

Executive Vice President
The Marmon Group, Inc.

(diversified manufacturing)
*tH. F. Magnuson

Partner
H. F. Magnuson & Company
(Certified Public Accountants)
Wallace, Idaho

*J. R. Merrill
President and Chief Executive Officer
The RegO Group, Inc.

•R. A. Pritzker
President and Treasurer
The Ma/man Group, Inc.

(diversified manufacturing)
W. S. Rogowski

Secretary and General Counsel
The RegO Group, Inc.
Vice President and Secretary
The Marmon Group, Inc.

(diversified manufacturing)
•G. P. Smith

Chairman of the Board
The RegO Group, Inc.

D. V. Ytterberg
Vice President
The RegO Group, Inc.

C. D'Ascenzo
Assistant Secretary
The RegO Group, inc.

•Director of The RegO Group, Inc.
fMember of the Audit Committee.

Capital Stock
The Company's common shares are traded on the Pacific, Spokane and Intermountain Stock

Exchanges (symbol: REG). Its preferred stock is traded on the Pacific Stock Exchange (symbol:
REG. PR). The Marmon Group, Inc. owns 90% of the Company's common shares and 78% of its
preferred shares.

The following table presents the quarterly high and low prices of the Company's common and
preferred stock for the past two years as reported by the Pacific Stock Exchange:

Common Preferred

1978

1977

First Quarter ...
Second Quarter
Third Quarter ..
Fourth Quarter .

High

$5%
7'/4
7

Low
S4%
4%
6

First Quarter 3% 3 14V2 13%
Second Quarter 5 3 15% 141/4
Third Quarter 4% 4Vi 15% 14%
Fourth Quarter 51/4 4 161/i 14'/4

No dividends have been paid on common stock during the past two years. A dividend of $.25
per share was paid in each quarter of 1978 and 1977 on the $1.00 Cumulative Convertible Preferred
Stock.
Transfer Agent & Registrar 1979 Annual Meeting
American National Bank & Trust Company The RegO Group, Inc. 1979 annual meeting
33 North LaSalle Street of shareholders will be at 9:00 A.M. on June
Chicago, Illinois 60690 15, 1979, at the offices of the subsidiary,

RegO Company, 4201 West Peterson Avenue,
Chicago, Illinois 60646.

Form 10-K
A copy of the annual report to the Securi-

ties and Exchange Commission on Form 10-K
may be obtained from the Company at no
expense to the shareholder. Direct your writ-
ten request to:
Mr. Walter S. Rogowski, Secretary
The RegO Group, Inc.
39 South LaSalle Street i o nnocco
Chicago, Illinois 60603 LC> U°Z653

Auditors
Arthur Young & Company
One IBM Plaza
Chicago, Illinois 60611
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BUSINESS DESCRIPTION

The RegO Group, Inc. (the Company) is engaged in the manufacture and sale of pressure
regulators and other devices (valves, manifolds, fittings and related equipment) used to control
the flow of gases and liquids. A significant portion of the sales are to the petroleum, construction
and plumbing industries.

REPORT OF CERTIREO PUBLIC ACCOUNTANTS

The Board of Directors
and Shareholders

The RegO Group, Inc.

We have examined the consolidated balance sheets of The RegO Group, Inc. (the Company)
at December 31, 1978 and 1977, and the related consolidated statements of income, shareholders'
equity and changes in financial position for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the circum-
stances.

As more fully described in Note 11, the Company has significant purchases of materials from
a division of its parent and significant other transactions with its parent

As more fully described in Note 8, the Company is subject to possible losses relating to un-
insured product liability claims. It is not possible at this time to determine the additional losses,
if any, that may be incurred, which losses could significantly affect the Company's consolidated
financial statements.

In our opinion, subject to the effects, if any, on the consolidated financial statements of the
ultimate resolution of the matter discussed in the preceding paragraph, the statements mentioned
above present fairly the consolidated financial position of The RegO Group, Inc. at December 31,
1978 and 1977, and the consolidated results of operations and changes in financial position for the
years then ended, in conformity with generally accepted accounting principles applied on a
consistent basis during the period.

ARTHUR YOUNG 4 COMPANY

Chicago, Illinois
March 23,1979
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THE R«gO GROUP, INC.

CONSOLIDATED BALANCE SHEET

ASSETS

(In thousands of dollars)

D*c»mt«r 31.
1078 1977

Current assets

Cash (including, in 1977, $3,000 of certificates of deposit) $ 25 $ 3,294

| Investment agreement receivable—parent (Note 11) 14,022 8,411

! Commercial paper 100 1,100

* Notes and accounts receivable, less allowance for doubtful receivables
; (1978—$97; 1977—$120) 4.766 4,644

Inventories (Note 3) 11,290 12,173

Deferred income taxes (Note 6) 643 521

Other current assets 111 86

Total current assets 30,957 30,229

Property, plant and equipment (Note 4)

Land 137 137

Buildings and improvements 2,654 2,617

Machinery and equipment 8,614 7.691

11,405 10,445

Less accumulated depreciation (6.800) (6,122)

Property, plant and equipment—net 4,605 4,323

Excess of cost over underlying equity in net assets acquired 3,135 3,135

Other assets 397 434

$39,094 $38,121

See Notes to Consolidated Financial Statements.
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THE R«gO GROUP, INC.

CONSOLIDATED BALANCE SHEET

LIABILITIES AND SHAREHOLDERS' EQUITY

(In thousands of dollars)

Current liabilities

Accounts payable—trade

Accounts payable—parent

Income taxes (Note 6)

Accrued liabilities (Note 5)

Current maturities of long-term debt (Note 4)

Total current liabilities ...

Dectmber 31,

1978 1ST?

Long-term debt (Note 4) 5,700 6,307

Deferred income taxes (Note 6) 569 575

Contingent liabilities (Notes 8 and 11)

Shareholders' equity (Notes 4 and 9)

Preferred stock—authorized 919,523 shares, S1.00 par value; issued and
outstanding—360,432 shares in 1978 and 368,274 shares in 1977 (re-
demption and liquidation value: 1978—$13,516; 1977—813,810)

Common stock—authorized 7,500,000 shares; S.01 par value; issued
2,857,360 in 1978 and 2,857,110 shares in 1977

Other paid-in capital

Retained earnings

360 368

Less common stock in treasury—at cost: 1978—185,866 shares; 1977—
166,466 shares

Total shareholders' equity

See Notes to Consolidated Financial Statements.
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THE R«gO GROUP, INC.

CONSOUOATEO STATEMENT OF INCOME

(In thousands of dollars, except per share data)

Yttn •ndad
0«c«mft«r 31.

Revenues

Net sales

Other income

Costs and expenses

Cost of sales

Selling and administrative expense

Interest expense . . .

Income before allocation of income taxes

Allocation of income taxes (Note 6)

Net income

Net income per common share (Note 10)

Primary

Fully diluted ...

CONSOLIDATED STATEMENT OP

YEARS ENDED DECEMBER

(In thousands ot

Pntotnd Common
stock stock

Balance at December 31. 1976 S381 S 774

Change to par value stock (745)

Purchases during the year (13)

Net income

Preferred dividends paid

Balance at December 31, 1977 368 29

Purchases during the year (S)

Net Income

Preferred dividends paid

Balance at December 31, 1978 5360 $ 29

1078

... $35,010

1 ,448

36,458

26,887

5,842

. . . 542

33,271

3,187

1,454

$ 1,733

$ .51

$ .49

SHAREHOLDERS' EQUITY

31, 1978 AND 1977

dollars)

Ottar
pa/cWn Attained Treasury
capital earnings stock

$5,648 $18,127 $ (569)

745

(199) (418)

2,245

(377)

6,194 19,995 (987)

(125) (123)

1,733

(366)

$6.069 $21.362 $(1.110)

1977

534,324

1.095

35,419

25.138

5,463

579

31.180

4,239

1.994

S 2.245

$ .68

$ .65

ratal

524,361

(630)

2.245

(377)

25.599

(256)

1,733

(366)

$26,710

See Notes to Consolidated Financial Statements.
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THE R«gO GROUP, INC.

CONSOLIDATED STATEMENT OP CHANGES IN FINANCIAL POSITION

(In thousands of dollars)

Ytan »nd»d

T978 7977
Sources of working capital

Operations

Net income $ 1,733 S 2,245

Charges (credit) not involving working capital

Depreciation 814 829

Deferred income taxes (6) 57

Other : 37 89

Working capital provided from operations 2,578 3,220

Disposition of property, plant and equipment 13 820

Total working capital provided 2.591 4.Q4Q

Uses of working capital

Purchase of property, plant and equipment 1,109 999

Reduction of long-term debt 607 114

Preferred dividends paid 366 377

Purchase of capital stock 256 630

Total working capital used 2.338 2.120

Increase in working capital $ 253 $ 1,920

Changes In Elements of Working Capital

Increase (decrease) in current assets

Cash, investment agreement receivable and commercial paper $ 1,342 $ 1,582

Notes and accounts receivable—net 122 140

Inventories (883) 2.958

Deferred income taxes 122 (1,171 >

Other current assets 25 63

728 3.572

(Increase) decrease in current liabilities

Accounts payable 230 (978)

Income taxes (264) (811)

Accrued liabilities (430) 147

Current maturities of long-term debt (11) (10)

(475) (1.652)

Increase in working capital 253 1,920

Working capital at beginning of year 24,589 22.669

Working capital at end of year - $24.842 S24.589

See Notes to Consolidated Financial Statements.
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THE RegO GROUP, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Tabular amounts are in thousands of dollars, except as noted)

Note 1. Organization

On June 17, 1977, the shareholders approved a change in the state of incorporation from
Idaho to Delaware by merging Golconda Corporation into The RegO Group, Inc. (the Company)
(formerly RegO Company), a wholly-owned Delaware subsidiary. This change had no effect on
the consolidated financial statements of the Company. The Marmon Group, Inc. (Marmon) owns
78% of the Company's preferred stock and 90% of its common stock, representing 89% of the
outstanding voting stock of the Company.

Note 2. Summary of significant accounting policies

Consolidation—all subsidiaries are consolidated and significant intercompany transactions
and balances have been eliminated.

Commercial paper—is carried at cost, which approximates market.

Inventories—are valued at the lower of last-in, first-out (UFO) cost or market. Market is gen-
erally considered to be net realizable value.

Property, plant and equipment—are carried at cost, less accumulated depreciation. Deprecia-
tion provisions are determined principally on the straight-line method for assets acquired prior to
1977 and on accelerated methods for subsequent acquisitions.

The estimated lives used in determining depreciation are as follows:

Buildings and improvements 5 to 50 years

Machinery and equipment 5 to 20 years

Expenditures for maintenance and repairs are charged to expense as incurred. Significant
renewals and betterments are capitalized. Gains on property dispositions are included in income as
realized and provisions are made for possible losses when it is determined that losses are probable.

Deferred income taxes—are provided on non-permanent differences between financial statement
and taxable income (see Note 6).

Investment tax credits—are accounted for under the "flow-through" method.

Excess of cost over underlying equity in net assets acquired—the amount shown on the balance
sheet arose prior to fiscal year 1971 and is not being amortized because, in the opinion of manage-
ment, there has been no diminution of value.

Pension plans—current costs are accrued and funded on a current basis; unfunded past service
costs are accrued and funded on a thirty-year basis.

Not* 3. Inventories

Inventories used in the computation of cost of sales were $11,290,000, $12,173,000 and
$9,215,000 in the years 1978, 1977 and 1976, respectively. Inventories valued under the LIFO method
were approximately $2,000,000 less than the current cost of such inventories at December 31, 1978
($1,700.000 at December 31, 1977). The classification of inventories by stage of production is not
available from the accounting records.
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THE RegO GROUP, INC.

NOTES TO CONSOUDATED FINANCIAL STATEMENTS—(Continued)

Note 4. Long-term debt

Long-term debt is comprised of the following: 31,

1978

7% convertible subordinated debentures, due January 1, 1990 $3,483
10% frrst mortgage note, payable in monthly installments of $28,975 in-

eluding interest, final payment due April 1, 1990

Less current maturities

The net book value of the property subject to the mortgage at December 31, 1978 was $910,000.

The aggregate amounts of long-term debt maturing in each of the years 1980-1983 are: $240,000
in 1980, $471,000 in 1981, $486,000 in 1982 and $502,000 in 1983.

The 7% convertible subordinated debenture agreement contains covenants which provide,
among other things, that consolidated working capital is to be maintained at not less than $10,000,000
and that the Company will not pay cash dividends on its common stock or acquire, for cash, any
shares of its common stock in excess of $1,000,000 plus its cumulative consolidated net income, less
preferred dividends and net amounts paid for common stock purchases, after November 30. 1969.
At December 31, 1978, $6,882,000 was available for the payment of cash dividends on common
stock and for the purchase of shares of common stock.

The trust indenture underlying the convertible subordinated debentures provides, among other
things, that the debentures are redeemable at the Company's option at prices ranging from 102.5%
in 1979 to 100% in 1934, and that sinking fund payments of $325,000 are required annually with an
option to make additional annual payments of $325,000 without premium; such payments can be
reduced by the principal amount of debentures acquired by the Company or converted into common
stock. All of the 1979 installments and $217,000 of the 1980 installments have been satisfied. The
debentures are convertible into shares of common stock at a conversion price of $10.67 per share
(subject to non-dilution provisions).

Note 5. Accrued liabilities
Accrued liabilities consist of the following: December 31.

7 9 7 8 1 9 7 7
S 175

299
456
200
189

S1.319
Note 6. Allocation of Income taxes

See Note 11 with respect to the method of determining the allocation of income taxes and the
Company's contingent liability for federal income taxes resulting from the Company's inclusion in
the consolidated federal income tax return of GL Corporation (GL). Marmon's parent. The alloca-
tion of income taxes consists of:

1970

Current
Federal : $1.454
State 128

Deferred (principally federal) „-. (128)
$1.454

Compensation $
Taxes, other than income taxes
Employee benefits
Product liability
Other

7977
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THE RegO GROUP, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The effective tax rates of 45.6% and 47.0% for 1978 and 1977, respectively, differed from the
statutory federal rate of 48% principally as a result of investment tax credits ($91,000 and $51,000
in 1978 and 1977, respectively).

The provision (benefit) for deferred income taxes is comprised of the following:

7978

Excess of tax over financial statement depreciation $ 32

Losses realized for tax purposes on assets previously written down

Inventory valuation allowances (38)

Product liability allowances (175)

Other—net 53

Deferred income tax provision (benefit) $(128) S291

The Internal Revenue Service has substantially completed its examination of the federal income
tax returns for the years 1973 and 1974. Management believes that adequate allowances have been
established for all income tax liabilities relating to the Company.

Note 7. Pension plans

The Company has two pension plans covering substantially all employees. The charges to
operations for the cost of the pension plans for the years ended December 31, 1978 and 1977 were
$524,000 and $531,000, respectively.

The unfunded past service cost relating to the above plans was approximately $3,500,000 at
December 31, 1978. The vested benefits exceed the total of the pension fund assets and balance
sheet accruals by approximately $2,100,000 at that date.

Note 8. Contingent liabilities

The Company is one of thirty-five defendants in a class action filed on October 29, 1973, in the
United States District Court for the Southern District of California. The complaint seeks damages
and other relief as a result of alleged violations of federal securities laws, illegal loans, improper
acts and conspiracy to commit the foregoing acts and fraud. The parties have agreed to a settlement,
subject to court approval, which would dismiss the Company from this proceeding. In the opinion
of management and general counsel, there will be no material adverse effect on the Company's
consolidated financial statements whether or not the settlement is approved.

The Company does not have a material exposure for product liability claims for periods prior
to December 31, 1976. Beginning January 1, 1977, the Company's product liability insurance cover-
age was modified so that the Company, in effect, will bear the cost of the first $200,000 of loss on
each claim. In addition, the Company will bear the next $400,000 of loss on each claim up to an
aggregate loss for the year of occurrence of $900,000 ($500,000 and $1,000,000 subsequent to
September 1,1978).

A number of product liability claims with respect to 1977 and 1978 have been asserted and,
based upon the Company's historical experience, additional claims might be asserted, as such claims
are sometimes initiated two or more years following an alleged product malfunction. Allowances
have been provided for losses reasonably expected, including-'a provision of $350,000 in the fourth
quarter of 1978. However, at this time, management cannot determine the additional losses, if
any, that may be incurred, but believes such losses could be significant.
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THE RegO GROUP, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Note 9. Capital stock

The outstanding preferred stock is entitled to preferential cumulative annual dividends at the
rate of S1.00 per share and is redeemable at the Company's option at S37.50 per share, plus unpaid
cumulative dividends. The preferred stock has liquidation rights over the common stock in any final
distribution and is entitled to one vote for each share held.

The outstanding preferred shares are convertible into common shares at the option of the
holder at the rate of one and one-half shares of common stock for each preferred share held. This
conversion rate is subject to non-dilution provisions.

At December 31, 1978, 1,159,544 shares of authorized but unissued common shares have been
reserved as follows: 540,648 shares for conversion of preferred stock; 326,429 shares for conversion
of the 7% convertible subordinated debentures (Note 4); and 292,467 shares for exercise of out-
standing warrants for the purchase, at $14.51 per share, of common stock. The warrants expired
January 15.1979.

Note 10. Income per common share

Primary income per share for 1978 is based on net income less preferred dividend requirements
and the weighted average number of shares of common stock outstanding (the assumed conver-
sion of preferred stock is anti-dilutive). Primary income per share for 1977 is based on net income
and the weighted average number of shares of common stock and common stock equivalents (shares
issuable upon the assumed conversion of preferred stock) outstanding during the year.

Fully diluted income per share reflects the assumed conversion of the outstanding convertible
debentures, as if the conversion had taken place at the beginning of the year, and the restoration
to income of the related interest, net of applicable income taxes.

Note 11. Related party transactions
Transactions between the Company and its parent, at prices and upon terms determined by the

parties, include the following:

7978 7977

Purchases of raw materials from a division of the parent $4,372 $5,285

Management fee charged to the Company (1) 116 .116

Interest income(2) 946 411
(1) The management fee covers certain services, including general management, personnel matters,

insurance, pension plan, legal, accounting and taxation matters and other similar matters which
its parent provides to its divisions, subsidiaries and affiliates.

(2) The Company has an informal investment agreement with Marmon whereby a portion of the
Company's excess funds ($14,022,000 at December 31, 1978 and $8,411,000 at December 31,
1977) is invested by Marmon on behalf of and for the benefit of the Company.

The Company does not have any other material transactions with its parent or other affiliated
companies other than certain expenses and federal income taxes, which are directly attributable to
the Company and which are paid by its parent and charged to the Company.

The Company is included in the consolidated federal income, tax return of GL. Under the terms
of a tax sharing agreement with its parent federal income taxes are computed as if the Company
and its subsidiaries file a separate consolidated return and liabilities are remitted to and benefits
and refunds are obtained from the parent on this basis. As" a member of the GL consolidated
federal income tax group, the Company is contingently liable for federal income taxes attributable to
other members of the group. GL has agreed to indemnify the Company against any such liabilities.
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THE R«gO GROUP, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Not* 12. Fourth quarter operations

Net income for the fourth quarter of 1978 was reduced approximately $450,000 by inventory
adjustments. (Also see Note 8.)

Note 13, Industry information

The Company, which does not have foreign operations, operates in one industry—the manufac-
ture and sale of pressure regulators and other devices used to control the flow of gases and liquids.
A significant portion of the sales are to the petroleum, construction and plumbing industries.

Five customers, in the aggregate, accounted for approximately 38,600,000 and $9,800,000 or
25% and 29% of total sales in 1978 and 1977, respectively. Export sales in 1978 and 1977 were in the
following geographic areas:

Sales

Canada

Central and South America

Asia and Far East

United Kingdom

Europe

Africa and Near East
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THE RegO GROUP, INC.

FIVE YEAR SUMMARY OP OPERATIONS

(In thousands, except per share data)

The following consolidated summary of operations of The RegO Group, Inc. for the five years
ended December 31,1978 Is not reported upon herein by certified public accountants. This summary
should be read in conjunction with the consolidated financial statements of the Company and the
certified public accountants' report with respect thereto, which is qualified as set forth therein, for
the two years ended December 31,1978, contained elsewhere in this Annual Report to Shareholders.

y««r» indfd DKvnbur 31,

Continuing operations
Net sales
Cost of sales (Note A)
Selling and administrative expenses
Interest expense
Unusual losses (income) (Note B) .
Other income—net

7978
^̂ ^̂ ••••B

$35.010
26,887

5,842
542

(1.448)
31,823
3,187

(1,454)

1,733

1,733
(366)

$ 1.367

7977
MWM^^HB

$34.324

25,138

5,463
579

(1.095)
30.085

4.239
(1.994)

2,245

2,245

(377)
$ 1.868

1978
••̂ •̂ ^^K

$26.809

21,618
5,147

601

(747)
26.619

190

(95)
95

95
(381)

$ (286)

7 978

S21.481
19,308

4,808

715
1,907
(301)

26.437

(4.956)
376

(4,580)
(735)

(5,315)

(383)
3(5.698)

7974

$31,059

24,078

6,136
1,162

(10,541)

(658)
20.177

10,882
(3,406)

7,476

(1.915)
5,561
(383)

S 5.178

Income (loss) before income taxes
Income tax (provision) benefit
Income (loss) from continuing operations ...

Discontinued operations (Note C)
Net income (loss)
Preferred stock dividend requirement
Net income (loss) applicable to common stock
Net income (loss) per common share

Primary
Income (loss) from continuing operations ... $ .51 $ .68 $ (.10) $ (1.79) S 2.23
Net income (loss) .51 .68 (.10) (2.05) 1.66

Fully diluted
Income (loss) from continuing operations ... .49 .65 (.10) (1.79) 2.03
Net income (loss) .49 .65 (.10) (2.05) 1.52

Weighted average common shares outstanding
Primary 2,684 3,303 2.781 2.785 3,360
Fully diluted 3,010 3,675 2.781 2.785 3,776

Notes:

(A) The adoption of the LIFO cost method of inventory valuation reduced 1977 net income by
$891,000 or $.27 per share ($.24 on a fully diluted basis).

(B) The 1975 amount includes a $1,178,000 provision for losses incurred in a plant shut-down and a
$729,000 loss resulting from write downs of investments in and advances to various foreign joint
ventures. The unusual income in 1974 resulted from sales of marketable securities.

(C) Discontinued operations principally reflect the losses on sales of the Company's food service
equipment and aerospace components manufacturing businesses.
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MANAGEMENTS DISCUSSION AND ANALYSIS
OF RESULTS OF OPERATIONS

Year 1978 vs. 1977

Net sales increased 2%. This is primarily the result of increased prices and new sales programs
offset by a decline in sales of LP-gas control equipment.

Gross profit as a percentage of sales was 23% in 1978 compared to 27% in 1977. This decrease
is attributed to higher material, labor and other factory costs which could not be fully recovered in
higher prices.

Selling and administrative expenses increased 7% primarily due to increased product liability
costs.

Other income increased $353,000 mainly due to increased interest income while interest expense
decreased $37,000 as a result of the decrease in long-term debt

Net income decreased 5512,000 primarily as a result of a regression in the LP-gas market. In
addition, competitive conditions did not allow adequate recovery of increased costs.

Year 1977 vs. 1976

Net sales increased 28% primarily due to continued improved conditions in the LP-gas market
and new sales programs. This resulted in increased prices, unit volume and better sales mix.

Gross profit as a percentage of sales increased from 19% in 1976 (after a $1,395,000 inventory
valuation provision) to 27% in 1977 (after a $1,681,000 provision for change to LIFO inventory valu-
ation). This increase relates to increased selling prices, better sales mix to higher margin LP-gas
products and improved utilization of production facilities at higher activity levels.

Selling and administrative expenses increased 6% mainly due to increased marketing costs
related to higher sales volumes.

Interest expense decreased $22,000 as a result of the decrease in long-term debt. Other income
increased $348,000 mainly due to increased interest and royalty income in 1977 and the loss on sale
of mining stocks and related assets in 1976.

Net income increase of 52,150,000 can be attributed primarily to improved market conditions in
LP-gas, new sales programs, better pricing and increased utilization of production facilities with
control over costs related to increased volumes.
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the Fiscal Year Ended Commission File Number
December 31,1979 1-848

The RegO Group, Inc.
(Exact name of registrant as specified in its charter)

Delaware 36-2891460

(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)

39 South LaSalle Street, Chicago, Illinois 60603
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ITEM 1.

BUSINESS

Genera/ Development of Business

On June 17, 1977. the shareholders approved a change in the state of incorporation from Idahc
to Delaware by merging Golconda Corporation into The RegO Group, Inc. (the Company) (formerly
RegO Company), a wholly-owned Delaware subsidiary. This change had no effect on the consoli-
dated financial statements of the Company.

There have not been any material changes in the current year in the manner of conducting the
business.

Financial Information About Industry Segments
The Company's continuing manufacturing operations are, and have been for the last five years,

in one industry—the manufacture and sale of pressure regulators and other devices used to control
the flow of gases and liquids.

Narrative Description of Business
The Company designs, develops, manufactures and markets pressure regulators, valves and

other control equipment for LP-gas and anhydrous ammonia; pressure regulators, cylinder valves,
manifolds and other control equipment for compressed gases; and gas welding and cutting equip-
ment. The Company also manufactures and markets a line of fittings for use with copper tubing,
garden and air hoses. A common characteristic of these products is the control of the flow of gases
and liquids under a wide variety of temperatures and pressures.

Raw materials and components used in the manufacturing operations are available from more
than one supplier, although certain parts and materials are obtained from a single supplier (a related
company).

The Company is subject to intense competition from older and larger firms having greater
financial resources and from smaller local and regional firms which have advantages deriving
from proximity to local markets. Its products are sold principally in the United States through full-
time salesmen, distributors and manufacturer's agents. A significant portion of the sales are to the
propane, construction and plumbing industries. The Company (1) is not required to carry
significant amounts of inventories to meet rapid delivery requirements of its customers and (2) ex-
tends payment terms to certain customers, principally on export sales.

Research and Development
The dollar amount of expenditures for research and development activities during the last two

years was not material.

Ma/or Customer*
The Company did not have sales to any customer in an amount exceeding 10% of consolidated

revenues.

Backlog
As of December 31. 1979, the Company's backlog of orders totaled approximately $9,000,000,

all of which is expected to be filled in 1980. At December 31, 1978, the backlog amounted to ap-
proximately $7,000,000. Backlog amounts are not necessarily indicative of sales for subsequent
periods because ol the short lead time between receipt of order and delivery.

Environmental Matters
The Company is subject to environmental regulation by federal, state and local authorities.

There are no material expenditures required for pollution control equipment under applicable
environmental laws.
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$2,473

880

841

251

454

256

$5,155

1978

$1,344

822

758

414

366

300

$4,004

1977

$1.527

731

447

197

401

258

$3,561

Employees

The Company had approximately 700 full-time employees at December 31, 1979.

Financial Information About Foreign and Domestic Operations, Including Export Sales

All of the Company's operations are conducted in the United States. Export sales in the fol-
lowing geographic areas were (in thousands of dollars):

Sales

Canada $2,473
Central and South America
Asia and Far East
United Kingdom

Europe
Africa and Near East

ITEM 2.

SUMMARY OF OPERATIONS

The Summary of Operations for the five years ended December 31, 1979 and Management's
Discussion and Analysis of Results of Operations appear on pages 12 and 13, respectively, of the
Company's 1979 Annual Report to Shareholders and are incorporated herein by reference.

ITEM 3.

PROPERTIES

Manufacturing operations are conducted at two Company owned locations in the Chicago area
which have an aggregate of approximately 340,000 square feet of floor space. Two distribution
centers (Saddle River, New Jersey and Kansas City, Missouri) with an aggregate of approximately
10,000 square feet are leased on an annual rental basis. In the opinion of management, the facilities
are well maintained, substantially utilized and suitable for their intended use.

ITEM 4.

PARENTS AND SUBSIDIARIES

Parents

The Marmon Group, Inc. (Marmon), (a subsidiary of GL Corporation, which owns approximately
82% of the voting interest in Marmon), a Delaware corporation located at 39 South LaSalle Street,
Chicago, Illinois 60603, owns 79.1% of the Company's preferred stock and 90.9% of its common
stock, constituting 89.5% of the outstanding voting stock and is deemed the parent of the Company.

Subsidiaries
The following is a list of all of the Company's subsidiaries at December 31, 1979, all of which

are included in the Company's consolidated financial statements:

Name of Subsidiary

RegO Company : 100

RegO Distribution Center, Inc 100

4201 W. Peterson Corporation

RegO International, Inc 100

2 LS 002668

Percentage
ot Voting
Securities

Owned

100

100 --'

100

100

State of
Incorporation

Delaware

Delaware

Delaware

Illinois
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ITEM 5.

LEGAL PROCEEDINGS

A number of product liability claims have been asserted against the Company. The Company's
business involves the design, manufacture and sale of various regulators, valves and other equip-
ment used in controlling the flow of gases and liquids under a wide variety of temperatures and
pressures. The products are often incorporated into other and larger finished products. Given the
nature of its products, the Company believes that product liability claims are ordinary routine liti-
gation incidental to its business. Based upon the Company's experience, product liability claims
may be asserted up to two or more years following the alleged incident or alleged malfunction.

ITEM 6.

INCREASES AND DECREASES IN OUTSTANDING SECURITIES AND INDEBTEDNESS

Number
ot shares

(A) Cumulative Convertible Preferred Stock
Balance December 31, 1978 360,432
Purchased during the year (4,494)
Balance December 31, 1979 355.938

(B) Common Stock
Balance December 31, 1978 2,671,494
Purchased during the year (19,49^)
Balance December 31, 1979 _2.652.g03

Face value

(C) 7% Convertible Subordinated Debentures, due
January 1,1990

Balance December 31, 1978 $3,483,000
Purchased during the year (231,000)
Balance December31, 1979 $3.252,000

ITEM 7.

CHANGES IN SECURITIES AND CHANGES IN SECURITY FOR REGISTERED SECURITIES

None

ITEM 8.

DEFAULTS UPON SENIOR SECURITIES

None

ITEM 9.

APPROXIMATE NUMBER OF EQUITY SECURITY HOLDERS

Number of record
holders as of

Title of class December 31. 1979

Cumulative Convertible Preferred Stock 53&

Common Stock . - . • • • • 1 -087

7% Convertible Subordinated Debentures, due January 1, 1990 528

rf

ITEM 10.

SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None LS 002669
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ITEM 11.

INDEMNIFICATION OF DIRECTORS AND OFFICERS

The General Corporate Law of the State of Delaware provides authority lor the indemnification
of directors and officers in the defense of civil and criminal actions. The Bylaws of the Company
provide for the indemnification of directors and officers to the full extent and in the manner
permitted by the laws of the State of Delaware. The Company has no insurance with respect to such
indemnification.

ITEM 12.

FINANCIAL STATEMENTS, EXHIBITS FILED AND REPORTS ON FORM 8-K

(a) Listed below are the financial statements and exhibits filed as part of this report:

(1) Financial Statements—see page 6

(2) Exhibit—

(A) Calculation of net income (loss) per common share—see page 9.

(b) No report on Form 8-K was required to be filed during the three months ended December 31,
1979.

Part II
ITEMS 13 THROUGH 15, INCLUSIVE

Information called for by Items 13 through 15. inclusive, in Part II is not filed at this time
pursuant to General Instruction H, which permits omission if a definitive proxy statement is filed not
later than 120 days after the close of the year.
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SIGNATURES

Pursuant to the requirements of Sections 13 or 15(d) of the Securities Exchange Act of 1934.
The RegO Group, Inc. has duly caused this Annual Report to be signed on its behalf by the under-
signed, thereunto duly authorized.

The RegO Group. Inc.
(Registrant)

DATE: March 27, 1980
ROBERT C. GLUTH

Robert C. Gluth
Vice-President and Treasurer

DATE: March 27, 1980
WALTER S. ROGOWSKI

Walter S. Rogowski
Secretary and

General Counsel
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The RegO Group, inc.

INDEX TO FINANCIAL STATElfcltS ~J / ^ - - ^ :

COVERED BY REPORT OF CERTIFIED PUBLIC ACCOUNTANTS ^

~*3~< . , .fC . . - . - • ' • -'." Reference
. ' . Annual report.
Form 10-K to shartholdera

Report of Certified Public Accountants-.......:.. .r*:. .?r ^_ .,_, " • ?j|p3

Data incorporated by reference from attached The RegO-Group, |nc. 1979. ' ; *"•"-•-. ;:
Annual Report to Shareholders. • - • • • -.- ^.-,- ".

Consolidated balance sheet at December 31,.1979 and 1978 : . . . . . . : . : --> : > .,4-5'"

For the years ended December 31,1979 and 1978 %>^ '

Consolidated statement of income .. £'...' .-.."~"~, ^ 6

Consolidated statement,,of shareholders' equity .., _vv • • -^ ? V- fr 6

Consolidated statement of changes in financial position v - • 7

Notes to consolidated financial statements Tr. " . . . " ;•

Consolidated schedules for the years ended December 31,.1979 and 1978 ,.__.....

V—Property, plant and equipment . . " . . : .- 7 ^^

VI—Accumulated depreciation, depletion and amortization of property, j.
plant and equipment .-7

XII—Valuation and qualifying accounts and reserves 8

XVI—Supplementary income statement information jafej-,- • • ' • • • ••• ' 8
.

Schedules not included above are omitted as either not applicable or not required «; the
quired information is included in the consolidated financial statements or the notes thereto^'"*'

The individual financial statements and schedules of the. Company are omitted because' the
Company is primarily an operating company and^all subsidiaries includeqVin the consolidated financial-
statements being filed are totally-held subsidiaries and, in the aggregate, do not have, indebtedness
to any person in amounts which exceed 5% of the total assets as shown by the most redent-yearend
consolidated balance sheet. ... - . - . .^:/.;-v~; - v

Those consolidated financial statements listed in the above index, together with^the^ reporj :
thereon of Arthur Young & Company dated March 24, 1980, which" are- included '.-ini the Acv •
nual Report to Shareholders of The RegO. Group; Inc. for the
are incorporated herein by reference^AH pages of the Compar^/s Anh;ua^Re^pdrt>^
with the exception of the Letter from1 the, ̂ President (page
Business Description (page 3), wrjycrv are, not deemed
incorporated elsewhere herein. by r»fereqce. J.V
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Th« RagO Croup, Inc.

SCHEDULE V

PROPERTY, PLANT AND EQUIPMENT

(In thousand* of dollars)

Classification

Year ended December 31, 1979

Land .

Buildings and improvements

Machinery and equipment

Year ended December 31, 1978

Land

Buildings and improvements

Machinery and equipment

Balance at
beginning
of period

$ 137

2,654

8,614

$11,405

$ 137

2,617

7,691

Retire-
Additions merits

at cost and sales

$ $
7

992 149

$ 999 $ 149

$ $

37

1,072 149

Balance
at end of
period

$ 137

2661

9,457

$12.255

$ 137

2,654

8.614

$10,445 $ 1,109 $ 149 $11,405

SCHEDULE VI

ACCUMULATED DEPRECIATION, DEPLETION AND AMORTIZATION OF

PROPERTY, PLANT AND EQUIPMENT

(In thousands of dollars)

Description

Year ended December 31,1979

Buildings and improvements

Machinery and equipment

Year ended December 31,1978

Buildings and improvements

Machinery and equipment

Balance at
beginning
of period

9

s $1,549

5.251

$6,800

3

s $1,452

4,670
$6,122

Additions
charged to
costs and
expenses

$ 95

957

$1.052

$ 97

717
$ 814

Retire-
ments

and sales

$

146

$ 146

$

136
$ 136

Balance
at end of
period

$1,644

6,062

$7,706

$1,549

5,251
$6,800
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CONSENT OF CERTIFIED PUBLIC ACCOUNTANTS

We consent to the incorporation by reference in this Annual Report on Form 10-K of The RegO
Group, Inc. of our report dated March 24, 1980 included in the 1979 Annual Report to Shareholders
of The RegO Group, Inc.

We also consent to the addition of the consolidated schedules of The RegO Group, Inc., which
are listed in the accompanying index to financial statements, to the statements covered by our
report dated March 24, 1980, which is incorporated herein by reference.

ARTHUR YOUNG & COMPANY

Chicago, Illinois
March 24,1980
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To Our Shareholders

Sales increased 22% in 1979 to $42,607,000, compared to $35,010,000 in 1978. Net income for
1979 was $3,036,000, or 75% higher than 1978 net income of $1,733,000.

The improved sales were primarily due to a better market for LP-gas products. Prices of pro-
pane, the primary LP-gas used in the U.S., makes it an economical fuel for cooking, heating and
engines. Production efficiencies and our ongoing programs of cost reduction helped improve our
net income.

While it appears that attractive pricing and availability of propane will continue this year, changes
in the U.S. energy policies could adversely affect our advantage. The availability of propane, escalat-
ing material costs due to inflation, and high interest rates make 1980 results somewhat uncertain.

The management and the employees of The RegO Group, Inc. will continue their efforts to in-
crease sales and improve profitability of your Company.

Sincerely,

John R. Morrill, President

March 24, 1980
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GENERAL INFORMATION
Officers and Directors
*tW. Featherstone

Mining Engineer
Hayden Lake. Idaho

* R. C. Gluth
Vice Prealdent and Treasurer
The RegO Group, Inc.
Executive Vice President
The Marmon Group, Inc.

(diversified manufacturing)
* G. A. Jones

Executive Vice President
The Marmon Group, Inc.

(diversified manufacturing)
*tH. F. Magnuson

Partner
H. F. Magnuson & Company
(Certified Public Accountants)
Wallace. Idaho

* J. R. Merrill
President and Chief Executive Officer
The RegO Group, Inc.

•R. A. Pritzker
President and Treasurer
The Marmon Group, Inc.

(diversified manufacturing)
W. S. Rogowski

Secretary and General Counsel
The RegO Group, Inc.
Vice President, Secretary and General Counsel
The Marmon Group, Inc.

(diversified manufacturing)
*G. P. Smith

Chairman of the Board
The RegO Group, Inc.

D. V. Ytterberg
Vice President
The RegO Group, Inc.

C. O'Ascenzo
Assistant Secretary
The RegO Group, Inc.

•Director of The RegO Group, Inc.
fMember of the Audit Committee.

Capital Stock
The RegO Group, Inc.'s (the Company) common shares are traded on the Pacific, Spokane and

Intermountain Stock Exchanges (symbol: REG). Its preferred stock is traded on the Pacific Stock
Exchange (symbol: REG. PR). The Marmon Group, Inc. owns 90.9% of the Company's common
shares and 79.1% of its preferred shares.

The quarterly high and low prices of the Company's common and preferred stock for the past
two years as reported by the Pacific Stock Exchange were:

Common Preferred

1979
High Low

First Quarter...
Second Quarter
Third Quarter ..
Fourth Quarter .

1978
First Quarter ...
Second Quarter
Third Quarter ..
Fourth Quarter .

$5%
7%
7
6V4

S5V4
7V4
7
6%

$5%
5%
6
4%

$4%
4%
6
5%

High

$17%

19
17%

$15%
17%
20
19%

Low

$17
1714
18%
17%

$15%
15%
17%
16%

No dividends have been paid on common stock during the past two years. A dividend of $.25
per share was paid in each quarter of 1979 and 1978 on the $1.00 Cumulative Convertible Pre-
ferred Stock.

Transfer Agent & Registrar
American National Bank & Trust Company
33 North LaSalle Street
Chicago, Illinois 60690

Auditors
Arthur Young & Company
One IBM Plaza
Chicago, Illinois 60611

1979 Annual Meeting
The RegO Group, Inc. 1980 annual meet-

ing of shareholders will be at 9:00 A.M. on
June 12, 1980, at the offices of the wholly-
owned subsidiary, RegO Company, 4201 West
Peterson Avenue, Chicago, Illinois 60646.

Form 10-K
A copy of the Annual Report to the Securi-

ties and Exchange Commission on Form 10-K
may be obtained from the Company at no
expense to the shareholder. Direct your
written request to:
Mr. Walter S. Rogowski, Secretary
The RegO Group, Inc.
39 South LaSalle Street
Chicago. Illinois 60603 « ««.
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BUSINESS DESCRIPTION

The Company is engaged in the manufacture and sale of pressure regulators and other devices
(valves, manifolds, fittings and related equipment) used to control the flow of gases and liquids.
A significant portion of the sales are to the propane, construction and plumbing industries.

REPORT OF CERTIFIED PUBLIC ACCOUNTANTS

The Board of Directors
and Shareholders

The RegO Group. Inc.

We have examined the consolidated balance sheets of The RegO Group, Inc. (the Company)
at December 31, 1979 and 1978, and the related consolidated statements of income, shareholders'
equity and changes in financial position for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly, included such tests of
the accounting records and such other auditing procedures as we considered necessary in the
circumstances.

As more fully described in Note 7, the Company is subject to possible losses relating to un-
insured product liability claims. It is not possible at this time to determine the additional losses,
if any, that may be incurred, which, if incurred, could significantly affect the Company's consolidated
financial statements.

In our opinion, subject to the effects of such adjustments, if any, as might have been required
had the ultimate resolution of the matter discussed in the preceding paragraph been known, the
statements mentioned above present fairly the consolidated financial position of The RegO Group,
Inc. at December 31, 1979 and 1978, and the consolidated results of operations and changes in fi-
nancial position for the years then ended, in conformity with generally accepted accounting princi-
ples applied on a consistent basis during the period.

ARTHUR YOUNG & COMPANY

Chicago, Illinois
March 24,1980
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he nsg Group, inc.

CONSOLIDATED BALANCE SHEET

ASSETS

(In thousands of dollars)

December 31.
1979 1978

Current assets
Cash and, in 1978, commercial paper $ 1,214 $ 125

Investment agreement receivable—parent (Note 10) 16,532 14,022
Accounts receivable, less allowance for doubtful receivables

(1979—$114; 1978—$97) 5,837 4.766

Inventories (Note 2) 9.927 11.290

Deferred income taxes (Note 5) 431 643

Other current assets 421 111

Total current assets 34,362 30,957

Property, plant and equipment (Note 3)

Land 137 137
Buildings and improvements 2,661 2,654
Machinery and equipment 9,457 8,614

12.255 11,405

Less accumulated depreciation 7.706 6,800

Property, plant and equipment—net 4,549 4,605

Excess of cost over underlying equity in net assets acquired 3,135 3,135

Other assets 361 397

$42,407 $39.094

See Notes to Consolidated Financial Statements.
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Th» RegC Group, Inc.

CONSOLIDATED BALANCE SHEET

LIABILITIES AND SHAREHOLDERS' EQUITY

(In thousands of dollars)

December 31,
1079 1978

Current liabilities

Accounts payable—trade $ 1,263 $ 1,711

Accounts payable—parent 1,664 1,461

Income taxes (Note 5) 1,745 1,075

Accrued liabilities (Note 4) 2,345 1,749

Current maturities of long-term debt (Note 3) 132 119

Total current liabilities 7,149 6,115

Long-term debt (Note 3) 5,338 5,700

Other noncurrent liabilities 192

Deferred income taxes (Note 5) 547 569

Contingent liabilities (Notes 5 and 7)

Shareholders' equity (Notes 3 and 8)

Preferred stock—authorized 919,523 shares, $1.00 par value; issued and
outstanding—355,938 shares in 1979 and 360,432 shares in 1978 (re-
demption and liquidation value: 1979—$13,348; 1978—$13,516) 356 360

Common stock—authorized 7,500,000 shares; $.01 par value; issued
and outstanding 2,857,360 shares 29 29

Other paid-in capital 5.992 6,069

Retained earnings 24.039 21.362

30,416 27,820

Less common stock in treasury—at cost: 1979—205,357 shares; 1978—
185,866 shares 1,235 1.110

Total shareholders' equity 29,181 26,710

$42.407 $39.094

See Notes to Consolidated Financial Statements.
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Tlw RegO Group, Inc.

CONSOLIDATED STATEMENT OF INCOME

(In thousands of dollars, except per share data)

Ywi •/xrtd
DtctmbtfSI,

Revenues

Net sales . .

Other income — principally Interest (Note 10)

Costs and expenses

Cost of sales

Selling and administrative expense

Interest expense

Income before allocation of Income taxes

Allocation of income taxes (Note 5)

Net income

Net income per common share (Note 9)

Primary

Fully diluted

CONSOLIDATED STATEMENT OF SHAREHOLDERS' ECU

YEARS ENDED DECEMBER 31, 1979 AND 1978

(In thousands of dollars)

Otlw
Prtttrrad Common pa/rf-M mu/mtf

stock stock capital earnings

Balance at December 31, 1977 .... $368 $29 $8,194 $19,995

Purchases during the year (8) (125)

Net income

Preferred dividends paid

Balance at December 31, 1978 360 29 6,069

Purchases during the year (4) (77)

Net Income

Preferred dividends paid

Balance at December 31, 1979 .... $356 $29 $5,992

1,733

(366)

21,382

3,036

(359)

$24,039

1879

$42,607

2,037

44.644

31,618

6,508

503

38,829

5,815

2,779

$ 3,036

$ .95

$ .90

JITY

Treasury
stock

$ (987)

(123)

(1,110)

(125)

$(1,235)

1978

$35,010

1,448

36,458

26.887

5,842

542

33,271

3,187

1,454

$ 1.733

$ .51

$ £9

Total

$25,599

(256)

1,733

(366)

26,710

(208)

3,036

(359)

$29,161

See Notes to Consolidated Financial Statements.
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The RegO Group, Inc.

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION

(In thousands of dollars)

Years ended
December 31,

1979 1978
Sources of working capital

Operations
Net income $3,036 $1.733
Charges (credits) not involving working capital

Depreciation 1,052 814
Deferred income taxes (22) (6)
Other noncurrent liabilities 192
Other 36 37

Working capital provided from operations 4,294 2,578
Disposition of property, plant and equipment 3_ 13

Total working capital provided 4,297 2,591
Uses of working capital

Purchase of property, plant and equipment 999 1,109
Reduction of long-term debt 362 607.
Payment of preferred dividends 359 366
Purchase of capital stock 206 256.

Total working capital used 1,926 2,338
Increase In working capital $2,371 $ 253

Changes In Elements of Working Capital

Increase (decrease) in current assets
Cash and commercial paper and investment agreement receivable $ 3,599 $ 1.342
Accounts receivable—net 1,071 122
Inventories (1,363) (883)
Deferred income taxes (212) 122
Other current assets 310 25

3.405 728
(Increase) decrease in current liabilities

Accounts payable 245 230
Income taxes (670) (264)
Accrued liabilities , (596) (430)
Current maturities of long-term debt (13) (11)

(1.034) (475)
Increase in working capital 2,371 253
Working capital at beginning of year 24,842 24,589
Working capital at end of year $27.213 $24,842

See Notes to Consolidated Financial Statements.
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T!» R«gO Group, Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Tabular amounts are in thousands of dollars, except as noted)

Note 1. Summary of significant accounting policies

The following is a summary of significant accounting policies of The RegO Group, Inc. (the Com-
pany). The Marmon Group, Inc. (Marmon), a subsidiary of GL Corporation (GL), owns 79.1% of
the Company's preferred stock and 90.9% of its common stock, representing 89.5% of the outstand-
ing voting interest of the Company.

Consolidation—all subsidiaries are consolidated.

Commercial paper—is carried at cost, which approximates market.

Inventories—are valued at the lower of last-in, first-out (LIFO) cost or market (net realizable
value).

Property, plant and equipment—are recorded at cost. Depreciation provisions are determined
principally on the straight-line method for assets acquired prior to 1977 and on accelerated methods
for subsequent acquisitions.

The estimated lives used in determining depreciation are:

Buildings and improvements 5 to 50 years
Machinery and equipment 5 to 20 years

Expenditures for maintenance and repairs are charged to expense as incurred. Significant
renewals and betterments are capitalized. Gains or losses on disposals are included in earnings.

Deferred Income taxes—are provided on non-permanent differences between financial statement
and taxable income.

Investment tax credits—are accounted for under the flow-through method.

Excess of cost over underlying equity In net assets acquired—the amount shown on the balance
sheet arose prior to fiscal year 1971 and is not being amortized because, in the opinion of manage-
ment, there has been no diminution of value.

Pension costs—are actuarially determined and consist of current service costs, interest on
unfunded past service liabilities and amortization of prior service costs over periods not exceeding
30 years (in 1979 principally 10 years). Current service costs and interest are funded as accrued
and prior service costs are generally funded over periods of 30 years.

Note 2. Inventories

Inventories used in the computation of cost of sales were $9,927,000, $11,290,000 and $12,173,000
at December 31, 1979,1978 and 1977, respectively. Inventories valued under the LIFO method were
approximately $2,500,000 less than the current cost of such inventories at December 31, 1979
($2,000,000 at December 31, 1978). Reductions in the levels of certain inventories carried at LIFO
cost increased 1979 net income by approximately $170,000 ($.05 per share—primary and fully
diluted). The classification of inventories by stage of production is not available from the account-
ing records.

Note 3. Long-term debt

Long-term debt is comprised of: December at.
1979 1978

7% convertible subordinated debentures, due
January 1, 1990 $3,252 $3,483

10% first mortgage note, payable in monthly
installments of $28,975 including interest, final
payment due April 1, 1990 2,218 2.336

' 5,470
Less current maturities 132

$5.338
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Th* RegC Group, Inc.

NOTES TO CONSOLIDATED RNANCIAL STATEMENTS—(Continual)

The 7% convertible subordinated debenture agreement contains covenants which provide,
among other things, that consolidated working capital will be maintained at not less than $10,000,000
and that the Company will not pay cash dividends on its common stock or acquire, for cash, any
shares of its common stock in excess of $1,000,000 plus its cumulative consolidated net income, less
preferred dividends and net amounts paid for common stock purchases after November 30, 1969.
At December 31, 1979, retained earnings of $14,609,000 were restricted as to the payment of cash
dividends on common stock and the purchase of shares of common stock.

The trust indenture underlying the 7% convertible subordinated debentures provides, among
other things, that the debentures are redeemable at the Company's option at prices ranging from
102% in 1980 to 100% in 1984 of the principal amount of the debentures, and that sinking fund
payments of $325,000 are required annually with an option to make additional annual payments
of $325,000 without premium; such payments can be reduced by the principal amount of debentures
acquired by the Company or converted into common stock (Note 8). All of the 1980 installment and
$123,000 of the 1981 installment have been satisfied. The debentures are convertible into shares of
common stock (subject to nondilution provisions) at a conversion price of $10.67 per share.

The net book value of the property subject to the 10% first mortgage note was $825,000 at
December 31,1979.

The aggregate amounts of long-term debt maturing in each of the years 1981-1984 are: $348,000
In 1981, $486,000 in 1982, $502,000 in 1983 and $521,000 in 1984.

Note 4. Accrued liobilitiec
December 31,

1979 1978

Compensation $ 308 $ 118
Taxes, other than income taxes 180 176
Employee benefits 1.107 713
Product liability (Note 7) 521 550
Other 229 192

$2.345 $1.749

Note 5. Income taxes
The Company is included in the consolidated federal income tax return of GL and as such is

contingently liable for federal income taxes attributable to other members of the GL consolidated
federal income tax group. GL has indemnified the Company against any such liability.

Under the terms of a tax sharing agreement with Marmon, federal income taxes are computed
as if the Company and its subsidiaries file a separate consolidated return and liabilities are remitted
to and benefits and refunds are obtained from Marmon on this basis.

The allocation of income taxes consists of:
7979 1978

Current
Federal $2,259 $1,454
State 330 128

Deferred (principally federal) 190 (128)
$2,779 $1.454

The effective tax rates of 47.8% and 45.6% for 1979 and 1978, respectively, differ from
the statutory federal rate of 46% in 1979 and 48% in 1978 principally as a result of investment tax
credits ($62,000 and $91,000 in 1979 and 1978, respectively) and state income taxes net of the
federal income tax benefits.
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The RegO Group, Inc.

FIVE YEAR SUMMARY OF OPERATIONS

(In thousands, except per share data)

The following consolidated summary of operations of The RegO Group, Inc. for the five years
ended December 31,1979 is not reported upon herein by certified public accountants. This summary
should be read in conjunction with the consolidated financial statements of the Company and the
certified public accountants' report with respect thereto, which is qualified as set forth therein,
contained elsewhere in this Annual Report to Shareholders.

Years ended December 31.

Continuing operations
Net sales .
Other income — net

Cost of sales .
Selling and administrative expenses
Interest expense
Unusual loss (Note A)

Income (loss) before income taxes
Income tax (provision) benefit
Income (loss) from continuing operations ....

Discontinued operations (Note B)
Net income (loss) (Notes C and 0)
Preferred stock dividend requirement
Net income (loss) applicable to common stock . .

1979 1978 1977

$42,607 $35,010 $34,324
2,037 1,448 1,095

44,644 36,458 35,419
31,818 26,887 25,138
6,508 5,842 5,463

503 542 579

38.829 33,271 31,180
5,815 3,187 4,239

(2,779) (1.454) (1,994)
3,036 1,733 2,245

3,036 1,733 2,245
(359) (366) (377)

$ 2,677 $ 1,367 $ 1,868

7978 T975

$26,809 $21,481
747 301

27,556 21,782
21,618 19,308
5,147 4,808

601 715
1,907

27,366 26,738
190 (4,956)
(95) 376
95 (4,580)

(735)
95 (5,315)

(381) (383)
$ (286) $(5,698)

Net income (loss) per common share
Primary

Income (loss) from continuing operations ..
Net income (loss)

Fully diluted
Income (loss) from continuing operations ..
Net income (loss)

Weighted average common shares outstanding
Primary
Fully diluted

.95

.95

.90

.90

3,197
3,502

$ .51
.51

.49

.49

2,684
3,010

$ .68
.68

.65

.65

3,303
3.675

$ (-10)
(.10)

(.10)
(.10)

2,781
2,781

$ (1.79)
(2.05)

(1.79)
(2.05)

2.785
2.785

(A) Consists of a $1,178,000 provision for losses incurred in a plant shut-down and a $729,000 loss
resulting from write downs of investments in and advances to various foreign joint ventures.

(B) Discontinued operations consists primarily of losses on sales of the Company's food service
equipment and aerospace components manufacturing businesses.

(C) The adoption of the LIFO method of inventory valuation reduced 1977 net income by $891,000
or $.27 per share ($.24 on a fully diluted basis).

(D) Reductions in the levels of certain inventories carried at LIFO costs increased 1979 net income
by approximately $170,000 ($.05 per share—primary and fully diluted).

LS 002688
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MANAGEMENTS DISCUSSION AND ANALYSIS
OP RESULTS OF OPERATIONS

Year 1979 v». 1978

Net sales increased 22% due to improved demand, higher unit volume of LP-gas control
equipment, increased prices and new sales programs.

Gross profit as a percentage of sales increased from 23% in 1978 to 25% in 1979. This
improvement was primarily the result of better sales mix, production efficiencies and liquidation of
certain LIFO inventories.

Selling and administrative expenses increased 11% mainly because of increased marketing costs
incurred by the new sales programs.

Other income increased $589,000, primarily as a result of an increase in interest income.

Improved demand, higher unit volume in LP-gas control equipment, production efficiencies,
better cost controls, and increased interest income all contributed to an increase in net income
of $1,303,000.

Year 1978 vs. 1977

Net sales increased 2%. This is primarily the result of new sales programs and higher prices,
which were somewhat offset by a decline in sales of LP-gas control equipment.

Gross profit as a percentage of sales was 23% in 1978 compared with 27% in 1977. This
decrease is attributed to higher material, labor and other factory costs which could not be fully
recovered through higher prices.

Selling and administrative expenses increased 7% primarily because of increased product
liability costs.

Other income increased $353,000. This was mainly due to increased interest income. Interest
expense decreased $37,000 primarily as a result of the decrease in long-term debt.

Net income decreased $512,000 primarily because of a regression in the LP-gas market, and
competitive conditions that did not permit adequate recovery of higher costs.

LS 002689
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the Fiscal Ysar Ended Commission Flla Number
December 31,1980 1-848

The RegO Group, Inc.
(Exact name of registrant as specified in its charter)

Delaware 36-2891460
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)

39 South LaSalle Street, Chicago, Illinois 60603
(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area code (312) 372-9500

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Each Exchange on Which Registered
$1.00 Cumulative

Convertible Preferred Stock Pacific Stock Exchange

Common Stock Pacific Stock Exchange, Spokane Stock
Exchange and Intermountaln Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:
7% Convertible Subordinated Debentures, due January 1, 1990

(Title of Class)

Indicate by check mark whether the registrant (1) hae filed all reports required to be filed by
Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or
for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days.

Yea X No

On February 26,1981, the aggregate market value of the common stock and preferred stock held
by nonafflllates was $1,814,000 and $1,579,000, respectively, and on that date 2,649,204 shares of
common stock were Issued and outstanding.

DOCUMENTS INCORPORATED BY REFERENCE
The following documents are incorporated by reference in the indicated parts of this Form 10-K:

1980 Annual Report to Shareholders .Parts I and II
Definitive Proxy Statement for annual meeting (_S 002690
of shareholders scheduled to be held on June 8,1981 Part III
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Part I
ITEM 1.

BUSINESS

Genera/ Development of Business

On June 17, 1977, the shareholders approved a change in the state of incorporation from Idaho
to Delaware by merging Golconda Corporation into The RegO Group, Inc. (the Company) (formerly
RegO Company), a wholly-owned Delaware subsidiary.

There have not been any material changes during 1980 in the nature of the business of the
Company.

Financial Information About Industry Segments

The Company's operations are in one industry—the manufacture and sale of pressure regulators
and other devices used to control the flow of gases and liquids.

Narrative Description of Business

The Company designs, develops, manufactures and markets pressure regulators, valves and
other control equipment for LP-gas and anhydrous ammonia; pressure regulators, cylinder valves,
manifolds and other control equipment for compressed gases; and gas welding and cutting equip-
ment. The Company also manufactures and markets a line of fittings for use with copper tubing,
and garden and air hoses. A common characteristic of these products is the control of the flow of
gases and liquids under a wide variety of temperatures and pressures.

Raw materials and components used in the manufacturing operations are available from more
than one supplier. Certain parts and materials are obtained from the Company's parent on a com-
petitive basis.

The Company is subject to intense competition from older and larger firms having greater fi-
nancial resources and from smaller local and regional firms which have advantages deriving from
proximity to local markets. Its products are sold principally in the United States through full-time
salesmen, distributors and manufacturers' agents. A significant portion of the sales are to the pro-
pane, construction and plumbing industries.

Backlog

As of December 31, 1980, the Company's backlog of orders totalled approximately $8,000,000,
all of which is expected to be filled in 1981. At December 31, 1979, the backlog amounted to
approximately $9,000,000. Backlog amounts are not necessarily indicative of sales for subsequent
periods because of the short lead time between receipt of order and delivery.

Research and Development
The dollar amount of expenditures for research and development activities during the last

three years was not material.

Ma/or Customers

The Company did not have sales to any customer in an amount exceeding 10% of consolidated
revenues.

Environmental Matters
The Company is subject to environmental regulation by federal', state and local authorities.

There are no material expenditures required for pollution control equipment under applicable en-
vironmental laws.

LS 002691
Employees

The Company had approximately 700 full-time employees at December 31, 1980.
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Financial Information About Foreign and Domestic Operations and Export Sa/es

All of the Company's operations are conducted in the United States. Information concerning
export sales which appears in Note 11 of Notes to Consolidated Financial Statements included in
the Company's 1980 Annual Report to Shareholders, is incorporated herein by reference.

ITEM 2.

PROPERTIES

Manufacturing operations are conducted at two Company owned locations in the Chicago
area, which have an aggregate of approximately 340,000 square feet of floor space, and a 90,000
square foot Company owned (refinanced under an industrial development revenue bond in 1981)
location in North Carolina. Two distribution centers (Saddle River, New Jersey and Kansas
City, Missouri) with an aggregate of approximately 10,000 square feet are leased on an annual
rental basis. In the opinion of management, the facilities are well maintained, substantially utilized
and suitable for their intended use.

ITEM 3.

LEGAL PROCEEDINGS
A number of product liability claims have been asserted against the Company and, based upon

the Company's experience, product liability claims may be asserted two or more years following
the alleged incident or alleged malfunction. The Company is subject to possible losses relating to
the uninsured portion of such claims. While it is not possible at this time to determine the additional
losses, if any, that may be incurred, the Company believes that such additional losses could be
material. The Company's business involves the design, manufacture and sale of various regulators,
valves and other equipment used in controlling the flow of gases and liquids under a wide variety
of temperatures and pressures. The products are often incorporated into other and larger finished
products. Given the nature of its products, the Company believes that product liability claims are
ordinary routine litigation incidental to its business.

ITEM 4.
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Information required by this Item 4 will be included in the Company's definitive proxy statement
for its annual meeting of shareholders scheduled to be held June 8, 1981. The Company expects
to file definitive copies of such proxy statement prior to April 30, 1981, and reference is expressly
made thereto for the information incorporated herein by the aforesaid reference.

Part II
ITEM 5.
MARKET FOR THE REGISTRANTS COMMON STOCK AND RELATED SECURITY HOLDER

MATTERS

The information required by this Item 5 appears on page 3 of the Company's 1980 Annual
Report to Shareholders and is incorporated herein by reference.

ITEM 6.
SELECTED FINANCIAL DATA

The information required by this Item 6 appears on page 13 of the Company's 1980 An-
nual Report to Shareholders and is incorporated herein by reference.

ITEM 7.
MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND

RESULTS OF OPERATIONS

The information required by this Item 7 appears on page 13 of'the Company's 1980 An-
nual Report to Shareholders and is incorporated herein by reference.

ITEM 8. ' LS 002692
FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Consolidated financial statements of the Company at December 31, 1980 and 1979 and for
each of the three years in the period ended December 31, 1980 and the report of certified public ac-
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countants thereon, are incorporated herein by reference from the 1980 Annual Report to Share-
holders, pages 4 through 12.

Part III
ITEM 9.

DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information required by this Item 9 will be included in the Company's definitive proxy statement
for its annual meeting of shareholders scheduled to be held June 8, 1981. The Company expects
to file definitive copies of such proxy statement prior to April 30, 1981, and reference is expressly
made thereto for the information incorporated herein by the aforesaid reference.

ITEM 10.

MANAGEMENT REMUNERATION AND TRANSACTIONS

Information required by this Item 10 will be included in the Company's definitive proxy statement
for its annual meeting of shareholders scheduled to be held June 8, 1981. The Company expects
to file definitive copies of such proxy statement prior to April 30, 1981, and reference is expressly
made thereto for the information incorporated herein by the aforesaid reference.

Part IV
ITEM 11.

EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-K

Pane

(a) (1) Consolidated financial statements 4

(2) Consolidated financial statement schedules 4

(3) Exhibits 9

(b) No report on Form 8-K was required to be filed during the three months ended December
31,1980.

LS 002693
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Ttw R«gO Group, Inc.

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS AND
FINANCIAL STATEMENT SCHEDULES

Item 11 (a)

Annual report
Form 10-K to shareholder*

(Page) f«g«J

Consolidated financial statements
Consolidated balance sheet at December 31,1980 and 1979 4-5

For each of the three years in the period ended December 31,1980 —

Consolidated statement of income 6

Consolidated statement of shareholders' equity 6

Consolidated statement of changes in financial position 7

Notes to consolidated financial statements 8-12

Consolidated financial statement schedules for each of the three years in
the period ended December 31,1980

V—Property, plant and equipment 5

VI—Accumulated depreciation, depletion and amortization of property,
plant and equipment 5

VIII—Valuation and qualifying accounts and reserves 6

X—Supplementary income statement Information 6

Schedules not included above are omitted as either not applicable or not required or the re-
quired information is included in the consolidated financial statements or the notes thereto.

The individual financial statements and schedules of the Registrant are omitted because the
Registrant is primarily an operating company and all subsidiaries included in the consolidated fi-
nancial statements being filed are totally-held subsidiaries and, in the aggregate, do not have in-
debtedness to any person in amounts which exceed 5% of the total assets as shown by the most
recent year end consolidated balance sheet.

The consolidated financial statements listed in the above index together with the report thereon
of Arthur Young & Company dated March 16, 1981, which are included in The RegO Group, Inc.
1980 Annual Report to Shareholders, are incorporated herein by reference. All pages of the Com-
pany's 1980 Annual Report to Shareholders, with the exception of the Letter from the President
(page 1) and General Information (page 2) which are not deemed to be filed as part of this annual
report, are incorporated elsewhere herein by reference.

002694
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The RegO Group, Inc.

SCHEDULE V
PROPERTY, PLANT AND EQUIPMENT

Years ended December 31,1980,1979 and 1978
(In thousands of dollars)

Classification

1980
Land

Buildings and improvements .
Machinery and equipment . . .

7979
Land

Buildings and improvements .
Machinery and equipment . . .

7978
Land

Buildings and improvements .
Machinery and equipment . . .

Balance at
beginning Additions Retire-
ot period at cost ments

$ 137 $ 97 $

2,661 962

9,457 1,880 458

$12.255 $ 2.939 $ 458

$ 137 $ $

2,654 7

8,614 992 149

$11,405 $ 999 $ 149

$ 137 $ $

2,617 37

7.691 1,072 149

$10,445 $ 1,109 $ 149

SCHEDULE VI
ACCUMULATED DEPRECIATION, DEPLETION AND AMORTIZATION OF

PROPERTY, PLANT AND EQUIPMENT

Years ended December 31, 1980, 1979 and 1978
(In thousands of dollars)

Additions
Balance at charged to
beginning costs and Retire-

Description ot period expenses merits

1980
Buildings and improvements .
Machinery and equipment . . .

T979
Buildings and improvements .
Machinery and equipment . . .

t978
Buildings and improvements .
Machinery and equipment . . .

$1,644 $ 109 $

6,062 1,082 448

$7.706 $1.171 $ 448

$1,549 $ 95 $

5251 957 148

$6,800 $1,052 $ 146

$1 452 $ 97 $

4 670 717 136

$6.122 $ 814 $ 136

5

Balance
at end ot
period

$ 234

3,623

10,879

$14.736

$ 137

2,661

9,457

$12,255

$ 137

2.654

8,614

$11,405

Balance
at end of
period

$1,753

6.676

$8.429

$1.644

6.062
$7,706

$1,549

5.251

$6.800

10
0>
CO
CM
O
O

CO
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Th« RegO Group, Inc.

SCHEDULE VIII

VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

Years ended December 31,1980, 1979 and 1978

(In thousands of dollars)

Description

Allowance for doubtful receivables
1980
1979

1978

Balance at
beginning
ot period

Additions
charged to
costs and
expenses

Inventory valuation allowance

1980

1979

1978

Deductions

$ 36(A)
$ 38(A)

S 131(A)

$ 248(B)

$ 406(B)

$ 206(B)

(A) Write-off of uncollectible accounts, net of recoveries.

(B) Disposals of obsolete inventory.

Balance
at end ot

period

SCHEDULE X

SUPPLEMENTARY INCOME STATEMENT INFORMATION

(In thousands of dollars)

years ended
December 31.

1900

Maintenance and repairs $1,252

1979

$1,034

1978

$866

LS 002696
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-CONSENT OF CERTIFIED PUBUC ACCOUNTANTS
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We consent to the incorporation by reference in this Annual Report Ion-Form 10-K of The Regb
Group, jnc.ot our report dated March 16, 1981 which appears on page 12 of The RegO Group, Inc.

"'"'• ' • ' v : '''"-" =*1980 Annual Report to.Shareholders,:
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SIGNATURES

Pursuant to the requirements of Sections 13 or 15(d) of the Securities Exchange Act of 1934,
the registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto
duly authorized.

The RegO Group, Inc.
(Registrant)

/s/ R. C. GLUTH
Robert C. Gluth

Vice-President and Treasurer
March 16, 1981

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been
signed below by the following persons on behalf of the registrant and in the capacities and on the
dates Indicated.

/s/ W. FEATHERSTONE
W. Featherstone

Director
March 16, 1981

R. C. GLUTH
R. C. Gluth

Director, Vice President and Treasurer,
Chief Executive Officer and Principal

Accounting Officer
March 16, 1981

/s/ _ G. A. JONES _
G. A. Jones

D/recfor
March 16, 1981

/s/ _ H. F. MAGNUSON _
H. F. Magnuson

0/recfor
March 16, 1981

/_s/ _ J. R. MORRILL _
J. R. Morrill

Director, President and Chief Executive Officer
March 16, 1981

/s/ _ R. A. PRITZKER _
R. A. Pritzker

Director
March 16, 1981

/s/ _ Q. P. SMITH _
G. P. Smith

Chairman of the Board
March 16, 1981

LS 002698

Golc-CDAdm-1713



The RagO Group, Inc.

INDEX TO EXHIBITS

Item 11 (a) (3)

Exhibit
Number

(3) (a) Certificate of Incorporation and Bylaws—incorporated herein by reference from
Notice of Annual Meeting of Shareholders to be held June 17, 1977, dated May
9,1977

(3) (b) Certificate of Amendment of Certificate of Incorporation—incorporated herein
by reference from Form 10-K for the year ended December 31, 1977

(4) 7% Convertible Subordinated Debentures Agreement

(11) Calculation of net income per common share

(13) 1980 Annual Report to Shareholders included in this Form 10-K

(22) Subsidiaries of the registrant

LS 002699
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EXHIBIT NUMBER—11

The RegO Group, Inc.

CALCULATION OF NET INCOME PER COMMON SHARE

(In thousands, except per share data)

1980 1979 1978

Shares for computations

Weighted average shares outstanding 2,651 2,663 2,684

Common stock equivalents—assumed conversion of convertible
preferred stock into common (A) 532 534

Common shares for primary income per share 3,183 3,197 2,684

Assumed conversion of 7% convertible subordinated
debentures(B) 281 305 326

Common shares for fully diluted income per share 3,464 3,502 3.010

Net income for computations

Net income before preferred dividend requirements $3,573 $3,036 $1,733

Less preferred dividend requirement (A) (366)

Net income for primary income per common share 3,573 3,036 1,367

Add interest on 7% convertible debentures, net of applicable in-
come taxes 107 116 122

Net income for fully diluted income per common share $3,680 $3,152 $1,489

Net income per common share

Primary $1.12 $ .95 $ .51

Fully diluted $1.06 $ .90 $ .49

(A) Oilutive, and therefore included in shares for primary income computation, in 1980 and 1979.
Anti-dilutive in 1978.

(B) Yield of the 7% convertible debentures exceeded 66%% of prime rate at date of issue, there-
fore, this security is not a common stock equivalent.

LS 002700
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EXHIBIT NUMBER—22

The RegO Group, Inc.

SUBSIDIARIES OF THE REGISTRANT

December 31,1980

The following is a list of subsidiaries, all of which are included in the Company's consolidated fi-
nancial statements, the percentage of voting securities owned by the Company and the state of
incorporation of each:

Percentage
ot Voting
Securities State ot

Name ot Subsidiary Qvrned Incorporation

RegO Company 100 Delaware

RegO Distribution Center, Inc 100 Delaware

4201 W. Peterson Corporation 100 Delaware

RegO International, Inc 100 Illinois

LS 002701
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The RegO Group, Inc.

1980 ANNUAL REPORT TO SHAREHOLDERS

INDEX

Page

Letter from the President 1

General Information 2

Capital Stock and Related Matters 3

Financial Statements

Consolidated Balance Sheet 4

Consolidated Statement of Income 6

Consolidated Statement of Shareholders' Equity 6

Consolidated Statement of Changes in Financial Position . . . . 7

Notes to Consolidated Financial Statements 8

Report of Certified Public Accountants 12

Selected Financial Data 13

Management's Discussion and Analysis of Financial Condition
and Results of Operations 13
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To Our Shareholders

Sales in 1980 increased 8% to $46,162.000 compared to $42,607,000 in 1979. Net income for
1980 was 53,573,000 or 18% greater than 1979 net income of $3,036,000.

The increase in sales resulted primarily from selective price increases and a modest increase
m unit volume of LP-gas products. Pricing policies and cost reduction programs helped to over-
come increased material and operating costs, and, together with higher interest income and increased
investment tax credits, resulted in an improvement in 1980 net income.

The acquisition of a new plant in North Carolina and continued improvement of operations should
allow us to meet the challenges of these uncertain times. The management and employees of The
RegO Group. Inc. will continue their efforts to increase the growth and profitability of your Company.

Sincerely,

John R. Morrill, President

March 16, 1981

LS 002704
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GENERAL INFORMATION
OFFICERS AND DIRECTORS

'tW. Featherstone
Mining Engineer
Hayden Lake. Idaho

' R. C. Gluth
Vice President and Treasurer
The RegO Group. Inc.
Executive Vice President
The Marmon Group. Inc.
(diversified manufacturing)

* G. A. Jones
Executive Vice President
The Marmon Group, Inc.

(diversified manufacturing)

*tH. F. Magnuson
Partner
H. F. Magnuson & Company
(Certified Public Accountants)
Wallace. Idaho

* J. R. Morrill
President and Chief Executive Officer

The RegO Group. Inc.

•R. A. Pritzker
President and Treasurer
The Marmon Group. Inc.
(diversified manufacturing)

W. S. Rogowski
Secretary and General Counsel
The RegO Group. Inc.
Vice President. Secretary and General Counsel
The Marmon Group. Inc.

(diversified manufacturing)

*G. P. Smith
Chairman of the Board
The RegO Group, Inc.

D. V. Ytterberg
Vice President
The RegO Group, Inc.

C. D'Ascenzo
Assistant Secretary
The RegO Group, Inc.

'Director ot The RegO Group, Inc.

fMember of the Audit Committee

TRANSFER AGENT & REGISTRAR
American National Bank & Trust Company
33 North LaSalle Street
Chicago, Illinois 60690
312-661-5000

AUDITORS
Arthur Young & Company
One IBM Plaza
Chicago. Illinois 60611
312-751-3000

ANNUAL MEETING
The RegO Group, Inc. annual meeting of

shareholders will be at 9:00 A.M. on June
8, 1981 at the offices of the Company, 39
South LaSalle Street, Chicago, Illinois 60603.

FORM 10-K
A copy of the Annual Report to the Securi-

ties and Exchange Commission on Form 10-K
may be obtained from the Company at no ex-
pense to the shareholder. Direct your written
request to:
Mr. Walter S. Rogowski, Secretary
The RegO Group, Inc.
39 South LaSalle Street
Chicago, Illinois 60603

BUSINESS DESCRIPTION

The Company is engaged in the manufacture and sale of pressure regulators and other devices
(valves, manifolds, fittings and related equipment) used to control the flow of gases and liquids. A
significant portion of the sales are to the propane, construction and plumbing industries.

LS 002705
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CAPITAL STOCK AND RELATED MATTERS
CAPITAL STOCK

Common Stock of The Rego Group, Inc. (the Company) is traded on the Pacific, Spokane and
Intermcuntam Stock Exchanges isymbol: REG). The Company's Si.00 Cumulative Convertible
Preferred Stock is traded on the Pacific Stock Exchange (symbol: REG. PR). The Marmon Group,
inc.. 39 South LaSalle Street. Illinois 60603. owns 91.0% of the Company's common shares and
79.4% of its preferred shares.

The quarterly high and low prices of the Company's common and preferred stock for the past
two years as reported by the Pacific Stock Exchange were:

Common Preferred
High Low ' High Low

1980
First Quarter $6% SSVs $191/4 $18
Second Quarter 6Vz 5 19% 17
Third Quarter 61/i 6 20 20
Fourth Quarter 7% 6V4 21 20%

1979
First Quarter S57/s $51/2 $17% $17
Second Quarter 7V8 5V4 l9Vz 17V4

Third Quarter . : 7 6 19 187/a
Fourth Quarter SVi 47/s 1 < T

No dividends have been paid on common stock during the past two years. A dividend of
S.25 per share was paid in each quarter of 1980 and 1979 on the preferred stock. Information with
respect to restrictions on the Company's present or future ability to pay dividends on common stock
is included in Note 3 of Notes to Consolidated Financial Statements included herein.

APPROXIMATE NUMBER OF EQUITY SECURITY HOLDERS

NUMBER OF RECORD
HOLDERS AS OF

TITLE OF CLASS FEBRUARY 26. 1981

S1.00 Cumulative Convertible Preferred Stock 501

Common Stock 979

7% Convertible Subordinated Debentures, due January 1, 1990 521

LS 002706
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The RegO Group, Inc.

CONSOLIDATED BALANCE SHEET

ASSETS

(In thousands of dollars)

Current assets

Cash

Investment agreement receivable—parent

Accounts receivable, less allowance of S139 in 1980 and S114 in 1979

Inventories

Deferred income taxes

Other current assets

Total current assets

Property, plant and equipment

Land

Buildings and improvements

Machinery and equipment . .

Less accumulated depreciation
Property, plant and equipment—net

Excess of cost over underlying equity in net assets acquired

Other assets

December 37.

1980

S 1,164

17,833

6.239

10,065

587

546

36,434

234

3,623

10,879

14,736

8,429
6.307

3,135

330

$46.206

1979

S 1,214

16.532

5.837

9,927

431

421

34,362

137

2,661

9.457

12,255

7,706
4,549

3,135

361

$42,407

LS 002707
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The RegO Group, Inc.

CONSOLIDATED BALANCE SHEET

LIABILITIES AND SHAREHOLDERS' EQUITY

(In thousands of dollars)

December 31.

1980 1979

Current liabilities

Accounts payable—trade $ 1.884 s 1.263

Accounts payable—parent 1.499 1,664

Income taxes—principally payable to parent 2,150 1,745

Accrued liabilities 2,350 2.345

Current maturities of long-term debt 145 132

Total current liabilities 8,028 7,149

Long-term debt 4,937 5.338

Other noncurrent liabilities 346 192

Deferred income taxes 541 547

Contingent liabilities, see Note 7

Shareholders' equity
$1.00 Cumulative Convertible Preferred stock—authorized 919,523 shares,

issued and outstanding—354,673 shares in 1980 and 355,938 shares in
1979 (redemption and liquidation value: 1980—$13,300; 1979—
$13.348) 355 356

Common stock—authorized 7,500,000 shares; S.01 par value; issued
2,857,360 shares 29 29

Other paid-in capital 5,967 5,992
Retained earnings 27.256 24.039

~33760T 30,416
Less common stock in treasury—at cost:

1980—208,156 shares; 1979—205,357 shares 1,253 1.235

Total shareholders' equity 32,354 29,181

$46,206 $42,407

See Notes to Consolidated Financial Statements. LS 002708
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The RegO Group, Inc.

CONSOLIDATED STATEMENT OF INCOME

(In thousands of dollars, except net income per common share)

Yaars ended December 31.

Revenues
Net sales . • •
Other income (principally interest frc

Cost and expenses
Cost of sales (including purchases

$4,786 and $4,372, respectively)
Selling and administrative expense
Interest expense

Income before allocation of income tax
Allocation of income taxes from parer
Net income
Net income per common share

Primary .
Fully diluted

im parent) . . .

from parent

es
it

of $7,612,

CONSOLIDATED STATEMENT OF SHAREHO

Years ended December 31, 1980, 1979

(In thousands of dollars)

$1.00
Cum-
ulative
Con-

vertible Other
Preferred Common paid-in

stock stock capital

Balance at December 31, 1977
Purchases during the year
Net income
Preferred dividends paid

Balance at December 31, 1978 . ...
Purchases during the year
Net income
Preferred dividends paid

Balance at December 31, 1979
Purchases during the year
Net income
Preferred dividends paid

Balance at December 31. 1980

$368 $29
(8)

360 29
(4)

356 29

(D

$355 $29

$6,194
(125)

6,069
(77)

5,992
(25)

$5.967

7900

$46,162
3,068

49,230

34,163
7,894

470
42,527
6,703
3,130

$ 3,573

$ 1.12
$ 1.06

LDERS* EOUI

and 1978

Retained
earnings

$19,995

1,733
(366)

21,362

3,036
(359)

24,039

3,573
0356)

$27,256

7979

$42,607
2,037

44,644

31,818
6,508

503
38,829
5,815
2,779

$ 3.036

$ .95
$ .90

ITY

Treasury
stock

$ (987)
(123)

(1,110)
(125)

(1,235)
(18)

$(1.253)

7978

$35,010
1,448

36,458

26,887
5,842

542
33,271
3,187
1,454

$ 1.733

$ .51
$ .49

Total

$25,599
(256)

1.733
(366)

26,710
(206)

3,036
(359)

29,181
(44)

3,573
(356)

$32,354

See Notes to Consolidated Financial Statements.

6 LS 002709
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The RegO Group, Inc.

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION

(In thousands of dollars)

years ended December 31,

Sources of working capital
Operations

Net income
Charges (credit) not involving working capital

Depreciation . .
Deferred income taxes
Pension . . . . . .
Other

Total from operations . .
Disposition of equipment

Total sources
Dispositions of working capital

Purchase of property, plant and equipment .
Reduction of long-term debt
Payment of preferred dividends
Purchase of capital stock

Total dispositions
Increase in working capital

Changes in elements of working capital

Increase (decrease) in current assets
Cash and investment agreement receivable

Accounts receivable — net
Inventories
Deferred income taxes
Other current assets

(Increase) decrease in current liabilities
Accounts payable
Income taxes
Accrued liabilities
Current maturities of long-term debt

Increase in working capital
Working capital at beginning of year
Workino caoital at end of vear

7980

$3,573

1,171
(6)

154
31

4,923

10
4,933

2,939
401
356
44

... . 3.740
$1,193

$ 1 251
402
138
156
125

2.072

(456)
(405)

. . . (5)
(13)

(879)
1,193

27,213
$28,406

7979

$3,036

1,052
(22)
192
36

4,294

3
4,297

999
362
359
206

1,926
$2,371

$ 3599
1,071

(1,363)
(212)
310

3,405

245
(670)
(596)
(13)

(1,034)
2,371

24,842
$27,213

1978

$1,733

814

(6)

37

2,578
13

2,591

1,109
607
366

256
2338

$ 253

$ 1 342
122

(883)
122
25

728

230
(264)
(430)

(11)
(475)
253

24,589
$24,842

See Notes to Consolidated Financial Statements.

LS 002710
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The RegO Group, Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Tabular amounts are in thousands of dollars, except per share data)

Note 1. Summary of significant accounting policies

The following is a summary of significant accounting policies of The RegO Group. Inc. (the
Company). The Marmon Group, Inc. (Marmon or parent), a subsidiary of GL Corporation (GL), owns
79.4% of the Company's preferred stock and 91.0% of its outstanding common stock, representing
89.6% of the outstanding voting interest of the Company.

Consolidation—all subsidiaries are consolidated.

Inventories—are valued at the lower of last-in, first-out (LIFO) cost or market (net realizable
value).

Property, plant and equipment—are recorded at cost. Depreciation provisions are determined
principally on the straight-line method for assets acquired prior to 1977 and on accelerated methods
for subsequent acquisitions.

The estimated lives used in determining depreciation are:

Buildings and improvements 5 to 50 years

Machinery and equipment 5 to 20 years

Expenditures for maintenance and repairs are charged to expense as incurred. Significant
renewals and betterments are capitalized. Gains or losses on disposals are included in earnings.

Deferred income taxes—are provided on nonpermanent differences between financial statement
and taxable income.

Investment tax credits—are accounted for under the flow-through method.

Excess of cost over underlying equity in net assets acquired—the amount shown in the balance
sheet arose prior to 1971 and is not being amortized because, in the opinion of management,
there has been no diminution of value.

Pension costs—are actuarially determined and consist of current service costs, interest on
unfunded past service liabilities and amortization of prior service costs principally over 10 years
(30 years in 1978). Current service costs and interest on unfunded past service liabilities are funded
as accrued and prior service costs are generally funded over 30 years.

Note 2. Inventories

Inventories valued under the LIFO method were approximately $4,075,000 less than the current
cost of such inventories at December 31, 1980 ($2,500,000 at December 31, 1979). Reductions in the
levels of certain inventories carried at LIFO costs increased 1979 net income by approximately
5170,000 (S.05 per share—primary and fully diluted). The classification of inventories by stage of
production is not practicable.

Note 3. Long-term debt
December 31,

1980 1979

7% convertible subordinated debentures, due January
1,1990 $2.997 $3,252

10% first mortgage note, payable in monthly install-
ments of $28,975 including interest, final payment
due April 1, 1990 .2,085

5,082

Less current maturities 145 132 LS 002711
$4,937 $5,338
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The RegO Group, Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The 7% convertible subordinated debenture agreement contains covenants which provide,
among other things, that consolidated working capital will be maintained at not less than 510.000,000
and that the Company will not pay cash dividends on its common stock or acquire, for cash, any
shares of its common stock in excess of 51,000.000 plus its cumulative consolidated net income,
less preferred dividends and net amounts paid for common stock purchases after November 30, 1969.
At December 31, 1980, retained earnings of $14,623,000 were restricted as to the payment of cash
dividends on common stock and the purchase of shares of common stock.

The trust indenture underlying the 7% convertible subordinated debentures provides, among
other things, that the debentures are redeemable at the Company's option at prices ranging
from 101.5% in 1981 to 100% in 1984 of the principal amount of the debentures, and that sinking
fund payments of $325,000 are required annually with an option to make additional annual payments
of 5325,000 without premium; such payments can be reduced by the principal amount of debentures
acquired by the Company or converted into common stock. All of the 1981 installment and $53.000
of the 1982 installment have been satisfied. The debentures are convertible into shares of common
stock (subject to anti-dilution provisions) at a conversion price of 510.67 per share.

The net book value of the property subject to the 10% first mortgage note was 5745,000 at
December 31, 1980. In September 1980. the Company purchased $1,050,000 of land and buildings
which were refinanced in 1981 through industrial development revenue bonds and became subject
to lien.

The aggregate amounts of long-term debt maturing in each of the years 1982-1935 are $433,000
in 1982, $503,000 in 1983, $521,000 in 1984 and $542,000 in 1985.

Note 4. Accrued liabilities

December 31.

1980 1979

Compensation $ 347 $ 308

Employee benefits 1,081 1,107

Product liability 563 521

Other 359 409

$2,350 $2,345

Note 5. Income taxes

The Company is included in the consolidated federal income tax return of GL and as such is
contingently liable for federal income taxes attributable to other members of the GL consolidated
federal income tax group. GL has indemnified the Company against any such liability.

Under the terms of a tax sharing agreement with Marmon, federal income taxes are computed
as if the Company and its subsidiaries file a separate consolidated return and liabilities are remitted
to, and benefits and refunds are obtained from, Marmon on this basis.

LS
The allocation of income taxes consists of:

1980 1979 1978

Current

Federal $2,854 ,. $2.259 $1,454
State 438 330 128

Deferred, principally federal (162) 190 (128)
$3,130 $2,779 $1,454
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The RegO Group, Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

12. Quarterly Data (unaudited)
Quarter Ended

March 31. June 30. September 30. December 31,

1980 1979 _ 1980 1979 1980 1979 1980 1979

Net sales $12,023 $10.679 $12.118 $9,995 $10.728 $10.820 $11,293 $11,113
Gross profit 2,753 2.455 3,093 2,525 2,644 2,863 3,509 2,946
Net income 906 650 835 678 736 677 1,096 1,031
Net income per common share

Primary .28 .20 .26 .21 .23 .21 .34 .32
Fully diluted .27 .19 .25 .20 .22 .20 .32 .30

Inventory adjustments increased 1980 fourth quarter net income by $500,000 or $.16 per share
($.14 on a fully diluted basis).

REPORT OF CERTIFIED PUBLIC ACCOUNTANTS

The Board of Directors
and Shareholders

The RegO Group, Inc.

We have examined the consolidated balance sheets of The RegO Group, Inc. (the Company)
at December 31, 1980 and 1979, and the related consolidated statements of income, shareholders'
equity and changes in financial position for each of the three years in the period ended December
31, 1980. Our examinations were made in accordance with generally accepted auditing standards
and, accordingly, included such tests of the accounting records and such other auditing procedures
as we considered necessary in the circumstances.

As described in Note 7, the Company is subject to possible losses relating to uninsured product
liability claims. It is not possible at this time to determine the additional losses, if any, that may be
incurred.

In our opinion, subject to the effects of such adjustments, if any, as might have been required
had the ultimate resolution of the matter discussed in ihe preceding paragraph been known, the
statements mentioned above present fairly the consolidated financial position of The RegO Group,
Inc. at December 31, 1980 and 1979, and the consolidated results of operations and changes in fi-
nancial position for each of the three years in the period ended December 31, 1980, in conformity
with generally accepted accounting principles applied on a consistent basis during the period.

ARTHUR YOUNG & COMPANY

Chicago, Illinois
March 16,1981

LS 002713
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SELECTED FINANCIAL DATA

(In thousands of dollars, except pershare.data)
years ended December 31.

1980

S46.162
3,573

1979

S42.607
3,036

7978

$35,010
1,733

7977

$34,324
2.245

7976

$26,809
95

Net sales
Net income (Notes A and B) . . .
Net income (loss) per share

Primary 1.12 .95 .51 .68 (.10)
Fully diluted 1.06 .90 .49 .65 (.10)

Cash dividends per common share — — — —
Total assets 46,206 42,407 39,094 38,121 35,288
Long-term debt 4,937 5,333 5,700 6,307 6,421

(A) Reductions in the levels of certain inventories carried at LIFO costs increased 1979 net income
by approximately $170,000 (S.05 per share—primary and fully diluted).

(B) The adoption of the LIFO method of inventory valuation reduced 1977 net income by $891,000
or $.27 per share ($.24 on a fully diluted basis).

MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

1980 vs. 1979
Working capital increased 4% or 51,193,000. Accounts receivable increased primarily due to

higher selling prices, although the number of days sales outstanding in accounts receivable de-
creased slightly. Inventories and accounts payable-trade increased due to higher costs of raw
materials. Inventory turnover increased as a result of increased unit volume while maintaining
controlled inventory levels.

In September 1980, the Company purchased land and a building in North Carolina for the
manufacture of small valves and regulators. This facility was refinanced through the issuance of
$5,000,000 of industrial development revenue bonds in early 1981.

Net sales increased 8% for all of 1980. Gains were made in the first half of 1980 from higher
unit volume of liquified petroleum gas (LPG) products. However, demand returned to 1979 levels
during the second half of 1980. Selling price increases initiated during the second quarter were
partially offset by selective discounting of selling prices of brass fittings later in the year.

Gross profit as a percentage of sales increased slightly from 25% to 26% as higher raw material
costs were offset by increased volume and selling prices, which in turn were offset somewhat by
selective price discounting.

Selling and administrative costs increased, reflecting higher litigation and insurance costs for
product liability and preoperating costs at the new facility in North Carolina.

Increased interest income reflects the high interest rates in effect throughout much of 1980.
The effective income tax rate decreased primarily as a result of increased investment tax credits.
Order backlog at the end of the year dropped 11%, reflecting lower customer demand resulting

from general economic conditions.
Management programs to lessen the effects of inflation consist of selective price increases to

the extent allowed by competition, upgrading of production facilities to achieve greater efficiency
and cost reduction programs.
1979 vs. 1978

Working capital increased 10% or $2,371,000, reflecting the improved demand and higher unit
volume in LPG control equipment. Inventories decreased 12% reflecting the continued emphasis
on inventory control. Accounts receivable increased 22% reflecting increased net sales.

Net sales increased 22% primarily due to higher unit volume of LPG control equipment, in-
creased prices and new sales programs.

Gross profit as a percentage of sales increased from 23% in 1978 to 25% in 1979. This im-
provement was primarily the result of better sales mix, improved utilization of production facilities
and liquidation of certain LIFO inventories, resulting in an increase of approximately $325,000 in 1979
gross profit.

Other income increased $589,000, primarily as a result of an increase in interest income.

13 LS 002714
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the Fiscal Year Ended Commission File Number
December 31, 1981 1-848

The RegO Group, Inc.
(Exact name of registrant as specified in its charter)

Delaware 36-2891460
(State or other jurisdiction of (I.R.S. Employer
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Part I

ITEM1.

BUSINESS

Oiniral Development of Business
On June 17. 1977, the shareholders approved a change in the state of incorporation from Idaho to

Delaware by merging Goteonda Corporation into The RegO Group, Inc. (the Company) (formerly RegO Com-
pany), a wholly-owned Delaware subsidiary.

There have not been any material changes during 1981 in the nature of the business of the Company.

Financial Information About Industry Segments
The Company's operations are in one industry—the manufacture and sale of pressure regulators and other

devices used to control the flow of gases and liquids.

Narrative Description of Business
The Company designs, develops, manufactures and markets pressure regulators, valves and other control

equipment for LP-gas and anhydrous ammonia; pressure regulators, cylinder valves, manifolds and other control
equipment for compressed gases; and gas welding and cutting equipment. The Company also manufactures and
markets a line of fittings for use with copper tubing, and garden and air hoses. A common characteristic of these
products is the control of the (tow of gases and liquids under a wide variety of temperatures and pressures.

Raw materials and components used in the manufacturing operations are available from more than one
supplier. Certain parts and materials are obtained from the Company's parent on a competitive basis.

The Company is subject to intense competition from older and larger firms having greater financial resources
and from smaller local and regional firms which have advantages deriving from proximity to local markets. Its
products are sold principally in the United States through full-time salesmen, distributors and manufacturers'
agents. A significant portion of the sales are to the propane, construction and plumbing industries.

Backlog
As of December 31, 1981, the Company's backlog of orders totalled approximately $8,100,000. all of

which is expected to be filled in 1982. At December 31, 1980, the backlog amounted to approximately
$8.000,000. Backlog amounts are not necessarily indicative of sates for subsequent periods because of the
short lead time between receipt of order and delivery.

ffesearcn and Development

The dollar amount of expenditures for research and development activities during the last three years was
not material.

Mayor Customer*
The Company did not have sales to any customer in an amount exceeding 10% of consolidated revenues.

Environmental Matters
The Company is subject to environmental regulation by federal, state and local authorities. There are no

material expenditures required for potation control equipment under applicable environmental laws.

Employees
The Company had approximately 700 full-time employees at December 31, 1981.

Financial Information About Foreign and Domestic Operations and Export Sales
AH of the Company's operations are conducted in the United States. Information concerning export sales

appears in Note 11 of Notes to Consolidated Financial Statements included in the Company's 1981 Annual
Report to Shareholders and is incorporated herein by reference.
ITEM 2.

PROPERTIES

Manufacturing operations are conducted at two Company owned locations, in the Chicago area, which have
an aggregate of approximately 340.000 square feet of floor space, and a 90,000 square foot facfflty, subject to
a capitalized lease, located in North Carolina. Two distribution centers (Saddle River, New Jersey and Kansas
City. Missouri) with an aggregate of approximately 10.000 square feet and two warehouses with an aggregate of
approximately 7.000 square feet are leased on an annual rental basis. In the opinion of management, these
facilities are well maintained, substantially utilized and suitable for their intended use.
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ITEM 3.
LEGAL PROCEEDINGS

A number of product liability claims have been asserted against the Company and. based upon the
Company's experience, product liability claims may be asserted two or more years following the alleged incident
or alleged malfunction. The Company is subject to possible losses relating to the uninsured portion of such
claims. While it is not possible at this time to determine the additional losses, if any, that may be incurred, the
Company believes that such additional losses could be material. The Company's business involves the design,
manufacture and sale of various regulators, valves and other equipment used in controlling the flow of gases and
liquids under a wide variety of temperatures and pressures. The products are often incorporated into other and
larger finished products. Given the nature of its products, the Company believes that product liability claims are
ordinary routine litigation incidental to its business.

ITEM 4.
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Information required by Item 4 will be included in the Company's definitive proxy statement for its annual
meeting of shareholders scheduled to be held June 14, 1982. The Company expects to fie definitive copies of
such proxy statement prior to April 30, 1982, and reference is expressly made thereto for the information
incorporated herein by the aforesaid reference.

Part II

ITEMS.
MARKET FOR THE REGISTRANT'S COMMON STOCK AND

RELATED SECURITY HOLDER MATTERS
Information required by Item 5 appears on page 3 of the Company's 1981 Annual Report to Shareholders

and is incorporated herein by reference.

ITEM 6.
SELECTED FINANCIAL DATA

Information required by Item 6 appears on page 13 of the Company's 1981 Annual Report to Shareholders
and is incorporated herein by reference.

ITEM 7.
MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND

RESULTS OF OPERATIONS
Information required by Item 7 appears on page 13 of the Company's 1981 Annual Report to Shareholders

and is incorporated herein by reference.

ITEM 8.
FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Consolidated financial statements of the Company at December 31, 1981 and 1980 and for each of the
three years in the period ended December 31, 1981, and the report of certified public accountants thereon, are
incorporated herein by reference to the 1981 Annual Report to Shareholders, pages 4 through 12.

Part III

ITEM 9.
DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information required by Item 9 wffl be included in the Company's definitive proxy statement for its annual
meeting of shareholders scheduled to be hetd June 14. 1982. The Company expects to fle definitive copies of
such proxy statement prior to April 30, 1982, and reference is expressly made thereto for the information
incorporated herein by the aforesaid reference.

ITEM 10.
MANAGEMENT REMUNERATION AND TRANSACTIONS

Information required by Kern 10 will be included in the Company's definitive proxy statement for its annual
meeting of shareholders scheduled to be held June 14, 1982. The Company expects to fle definitive copies of
such proxy statement prior to April 30, 1982. and reference is expressly made thereto for the information
incorporated herein by the aforesaid reference.

LS 002718

Golc-CDAdm-1733



Part IV
ITEM 11.

EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-K
Ptgt

(aXD Consolidated financial statements 4
(2) Consolidated financial statement schedules 4
(3) Exhibits 8

(b) No report on Form 8-K was required to be filed during the three months ended December 31. 1981.

LS 002719

Golc-CDAdm-1734



The RegO Group, Inc.

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS AND

FINANCIAL STATEMENT SCHEDULES

Item 11 (a)

Annual report
Form TO-K (o

Consolidated financial statements
Consolidated balance sheet at December 31, 1981 and 1980 ................... 4-5
For each of the three years in the period ended December 31, 1981 ............

Consolidated statement of income ................................. .. ....... 6
Consolidated statement of shareholders' equity ........................ : ..... 6
Consolidated statement of changes in financial position ....................... 7
Notes to consolidated financial statements .................................. 8-11

Consolidated financial statement schedules for each of the three years in the period ended
December 31. 1981

VIII — Valuation and qualifying accounts and reserves ............................ 5
X — Supplementary income statement information .............................. 5

Schedules not included above are omitted as either not applicable or not required or the required information
is included in the consolidated financial statements or the notes thereto.

The consolidated financial statements listed in the above index together with the report thereon of Arthur
Young & Company dated March 17, 1982, which are included in The RegO Group, Inc. 1981 Annual Report to
Shareholders are incorporated elsewhere herein by reference.
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The RegO Group, Inc.

SCHEDULE VIII

VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

Years ended December 31, 1981, 1980 and 1979

(In thousands of dollars)

Description

Allowance for doubtful receivables

1981.

1980.

1979

Balance at
beginning
ol period

S 139

Inventory valuation allowance

1981.

1980.

1979.

$ 631

(A) Write-off of uncollectible accounts, net of recoveries.

(B) Disposals of obsolete inventory.

Addition*
charged to
coats and
expenaea

!_
$

8

61

$ 55

$ 288

Balanct
at and ot

Deductions period

$ 16(A) S 131

$ 36 (A) $ 139

$ 38 (A) $ 114

$ 404(B)

$ 248 (B)

$ 406 (B)

$ 327

SCHEDULE X

SUPPLEMENTARY INCOME STATEMENT INFORMATION

(In thousands of dollars)

Yeara ended
December 31,

Maintenance and repairs.

1980

$1.252
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CONSENT OF CERTIFIED PUBLIC ACCOUNTANTS

We consent to the incorporation by reference in this Annual Report on Form 10-K of The RegO Group, Inc. of our
report dated March 17. 1982 which appears on page 12 of The RegO Group, Inc. 1981 Annual Report to
Shareholders.

We also consent to the addition of the consolidated financial statement schedules of The RegO Group, Inc., which
are listed in the accompanying index to consolidated financial statements and financial statement schedules
(page 4), to the consolidated financial statements covered by our report dated March 17, 1982, which is
incorporated herein by reference.

ARTHUR YOUNG & COMPANY

Chicago, Illinois
March 17, 1982
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SIGNATURES

Pursuant to the requirements of Sections 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

The RegO Group. Inc.
(Registrant)

/s/ R. C. GLUTH
R. C. Gluth

Vice President and Treasurer
March 26, 1982

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the
following persons on behalf of the registrant and in the capacities and on the dates indicated.

/s/ W. FEATHERSTONE
W. Featherstone

Director
March 26. 1982

/s/ R. C. GLUTH
R. C. Gluth

Director. Vice President and Treasurer,
and Principal Accounting Officer

March 26. 1982

/s/ G. A. JONES
G. A. Jones

Director
March 26. 1982

/s/ H. F. MAGNUSON
H. F. Magnuson

Director
March 26. 1982

/s/ J. R. MORRILL
J. R. Merrill

Director. President and Chief Executive Officer
March 26. 1982

/s/ R. A. PRITZKER
R. A. Pritzker

Director
March 26. 1982

/s/ G. P. SMITH
G. P. Smith

Chairman of the Board
March 26, 1982
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TIM ftogO Group, Inc.

INDEX TO EXHIBITS

Item 11(aX3)
Exhibit

Numtw

(3) (a) Certificate of Incorporation and Bylaws—incorporated herein by reference to Notice of Annual
Meeting of Shareholders held on June 17, 1977

(3) (b) Certificate of Amendment of Certificate of Incorporation—incorporated herein by reference to
Form 10-K. Exhibit C. for the year ended December 31. 1977

(4) 7% Convertible Subordinated Debentures Agreement—incorporated herein by reference to
Form 10-K for the year ended December 31, 1980

(11) Calculation of net income per common share
(13) 1981 Annual Report to Shareholders. With the exception of the information incorporated by

reference Into Items 1, 5, 6, 7 and 8 of this Form 10-K, the 1981 Annual Report to
Shareholders is not deemed filed as part of this report.

(22) Subsidiaries of the Registrant
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EXHIBIT NUMBER—11

The RegO Group, Inc.

CALCULATION OF NET INCOME PER COMMON SHARE

(In thousands, except per share data)

1981 1960 1979

Shares for computations
Weighted average shares outstanding 2,643 2,651 2,663
Common stock equivalents—assumed conversion of convertible preferred stock

into common 532 532 534

Common snares for primary income per share 3,175 3,183 3,197
Assumed conversion of 7% convertible subordinated debentures 268 281 305

Common shares for fully diluted income per share 3,443 3.464 3,502

Net income for computations
Net income for primary income per common share $3,398 $3,573 $3,036
Add interest on 7% convertible debentures, net of applicable income taxes ... 118 107 116

Net income for fully diluted income per common share $3.516 $3.680 $3.152

Net income per common share
Primary $1.07 $1.12 $ .95
Fully diluted $ 1.02 $ 1.06 $ .90
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EXHIBIT NUMBER—22

The RegO Group, Inc.

SUBSIDIARIES OF THE REGISTRANT

December 31, 1981

The following is a list of subsidiaries, all of which are included in the Company's consolidated financial
statements, the percentage of voting securities owned by the Company and the state of incorporation of each:

Purctnttgo
of Voting
S«currt>M Sttte of

Nimo of Subsidiary Owntd Incorpontion

RegO Company 100 Delaware
RegO Distribution Center, Inc 100 Delaware
4201 W. Peterson Corporation 100 Delaware
RegO International. Inc 100 Illinois

LS 002726
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Th« R«gO Group, Inc.

1981 ANNUAL REPORT TO SHAREHOLDERS
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To Our Shareholders
Sales in 1981 of $46,328.000 were substantially equal to 1980. Net income for 1981 was $3.398.000 or

5% less than 1980 net income of $3,573.000.

The lack of growth in 1981 net sales and the decrease in net income are the result of various factors. Slack
demand for the Company's products, particularly in residential housing, was somewhat overcome by selective
price increases and increased emphasis on cost reduction.

Increased interest income was offset by start-up costs associated with the North Carolina plant, higher
product liability costs and increased marketing expenses.

Greater utilization of our North Carolina plant and continued review of all operations should enable us to
overcome the problems of a declining trend in our markets. The management and employees of The RegO
Group. Inc. will continue their efforts to meet these challenges.

Sincerely,

R. Morrill, President
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GENERAL INFORMATION
OFFICERS AND DIRECTORS

*tW. Featherstone
Mining Engineer
Hayden Like, Idaho

R. C. Gluth
Vice President and Treasurer
The RegO Group. Inc.
Executive Vice President
The Marmon Group. Inc.
(diversified manufacturing)

G. A. Jones
Executive Vice President
The Marmon Group, Inc.
(diversified manufacturing)

'tH. F. Magnuson
Partner
H. F. Magnuaon & Company
(Certified Public Accountenta)

Wallace, Idaho

• R. A. Pritzker
President
The Marmon Group. Inc.
(diversified manufacturing)

W. S. RoQOwski
Secretary and General Counsel
The RegO Group, Inc.
Vice President. Secretary and General Counsel
The Marmon Group. Inc.
(diversified manufacturing)

•fG. P. Smith
Chairman of the Board
The RegO Group. Inc.

D. V. Yttertoerg
Vice Preaident
The RegO Group. Inc.

C. D'Ascenzo
Aasistant Secretary
The RegO Group. Inc.

* Director of The RegO Group. Inc.

t Member of the Audit Committee

ANNUAL MEETING
The RegO Group. Inc. annual meeting of

shareholders will be at 2:30 P.M. on June 14.
1982 at the offices of the Company. 39 South
LaSalte Street, Chicago. Illinois 60603.

FORM 10-K

A copy of the Annual Report to the Securities
and Exchange Commission on Form 10-K may be
obtained from the Company at no expense to the
shareholder. Direct your written request to:
Mr. Walter S. Rogowski, Secretary
The RegO Group, Inc.
39 South LaSalto Street
Chicago. Illinois 60603

BUSINESS DESCRIPTION
The Company is engaged in the manufacture and sale of pressure regulators and other devices (valves,

manifolds, finings and related equipment) used to control the flow of gases and liquids. A significant portion of the
sales are to the propane, construction and plumbing industries.

• J. R. Morrill
President and Chief Executive Officer
The RegO Group. Inc.

TRANSFER AGENT & REGISTRAR
American National Bank & Trust Company
of Chicago
33 North LaSalle Street
Chicago, Illinois 60690
312-661-5000

AUDITORS
Arthur Young & Company
One IBM Plaza
Chicago, Illinois 60611
312-751-3000
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CAPITAL STOCK AND RELATED MATTERS
CAPITAL STOCK

Common Stock of The RegO Group, Inc. (the Company) is traded on the Pacific. Spokane and Intermountain
Stock Exchanges (symbol: REG). The Company's $1.00 Cumulative Convertible Preferred Stock is traded on
the Pacific Stock Exchange (symbol: REG. PR). The Marmon Group. Inc.. 39 South LaSatte Street. Chicago.
Illinois 60603, owns 92.4% of the Company's common shares and 81.8% of rts preferred shares.

The quarterly nigh and tow prices of the Company's common and preferred stock for the past two years as
reported by the Pacific Stock Exchange were:

Common Pnlttrud
High Low High Low

1961
First Quarter $8 $754 $22 $21%
Second Quarter 854 754 23 22
Third Quarter 7% 7 22 20V4
Fourth Quarter 714 6% 2054 20'/4

1980
First Quarter $6% $5* $19V4 $18
Second Quarter 654 5 19% 17
Third Quarter 654 6 20 20
Fourth Quarter 7% 654 21 20%

No dividend has been paid on the common stock during the past two years. A dividend of $.25 per share
was paid in each quarter of 1981 and 1980 on the preferred stock. Information with respect to restrictions on
the Company's present or future ability to pay dividends on the common stock is included in Note 4 of Notes to
Consolidated Financial Statements included herein.

APPROXIMATE NUMBER OF EQUITY SECURITY HOLDERS
NUMBER Of RECORD

HOLDERS AS OF
Tine of CLASS FEBRUARY 25. iaaa

$1.00 Cumulative Convertible Preferred Stock 459
Common Stock 901
7% Convertible Subordinated Debentures, due January 1. 1990 467
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The R«gO Group, Inc.

CONSOLIDATED BALANCE SHEET

ASSETS

(In thousands of dollars)

Oecgmbv 31.

Current assets

Cash

Investment agreement receivable— parent . .
Accounts receivable, less allowance of $131 in 1981 and $139 in 1980

Inventories . . . . .

Deferred income taxes

Other current assets

Total current assets

Property, plant and equipment

Land

Buildings and improvements

Machinery and equipment

Less accumulated depreciation

Property, plant and equipment — net

Excess of cost over underlying equity in net assets acquired

Funds for construction held by trustee . ... . .

Other assets

1981

$ 812

22638

6082

10,265

621

131

40,549

224

3,651
12,350

16.225

9,406

. . . 6,819

3,135

3,079

299

$53.881

I960

$ 1,164

17,833

6.239

10.065
587

546

36.434

234

3.623
10,879

14.736

8,429

6,307

3,135

330

$46,206
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The RegO Group, Inc.

CONSOUOATED BALANCE SHEET

LIABILITIES AND SHAREHOLDERS' EQUITY

(In thousands of dollars)

Dfcembfr 31.
1901

See Notes to Consolidated Financial Statements.

1980

Current liabilities
Accounts payable—trade $ 1,912 $ 1.884
Accounts payable—parent 1.345 1.499
Income taxes—principally payable to parent 2,741 2,150
Accrued liabilities 2.502 2,350
Current maturities of long-term debt ' 161 145

Total current liabilities 8,661 8.028

Long-term debt 4,376 4,937
Long-term obligation under capital lease 5,000 —
Other noncurrent liabilities . 401 346
Deferred income taxes 567 541
Contingent liabilities
Shareholders' equity

$1.00 Cumulative Convertible Preferred stock—authorized 919.523 shares, issued and
outstanding—344.226 shares in 1981 and 354,673 shares in 1980 (redemption and
liquidation value: 1981—$12,908; 1980—$13,300) 344 355

Common stock—authorized 7,500.000 shares; $.01 par value; issued—2,862,741
shares in 1981 and 2,857,360 in 1980 29 29

Other paid-in capital 5.812 5,967
Retained earnings 30,300 27,256

36.485 33.607
Less common stock in treasury—at cost:

1981—253,113 shares; 1980—208.156 shares 1,609 1,253

Total shareholders' equity 34.876 32.354

$53.881 $46.206
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TIM RegO Group, Inc.

CONSOLIDATED STATEMENT OF INCOME

(In thousands of dollars, except net income per common share)

Yetra »nd«d 0«cemb«r 31.

Revenues
Net sales
Other income (principally interest from parent)

Cost and expenses
Cost of sales (including purchases from parent of $5.372, $7,612 and

$4,786, respectively) . . .
Selling and administrative expense
Interest expense . . . . .

Income before allocation of income taxes
Allocation of income taxes from parent

Net income

Net income per common share
Primary

Fully diluted

1981

. $46.328

5,172

51.500

35.170

9,023

936

45,129

6.371

2,973

. $ 3,398

$ 1.07

. $ 1.02

1980

$46, 162

3068

49,230

34.163

7894

470

42,527

6,703

3.130

$ 3.573

$ 1.12

$ 1.06

1979

$42.607

2037

44.644

31,818

6,508

503

38,829

5.815

2.779

$ 3.036

$ .95

$ .90

CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY

Years ended December 31, 1981, 1980 and 1979

(In thousands of dollars)

Balance at December 31, 1978
Purchases during the year
Net income
Preferred dividends paid

Balance at December 31, 1979
Purchases during the year
Net income. ... . .
Preferred dividends paid

Balance at December 31 1980
Purchases during the year
Net income. . .- . .
Preferred dividends paid

Balance at December 31. 1981

St. 00
Cum-
uiltivt
Con-

vtrtibb
Pretfrrod

ttoek

... . $360

(4)

356

(1)

355

(11)

$344

O1h«r
Common ptid-in

stock ctpittl

$29 $6.069
(77)

29 5.992
(25)

29 5 967
(155)

$29 $5.812

Ratiinod
aiming*

$21.362

3,036
(359)

24,039

3,573
(356)

27.256

3,398
(354)

$30.300

Common
ttock in
tr«u»ury

$(1,110)

(125)

(1.235)

(18)

(1,253)

(356)

$(1.609)

Total

$26.710

(206)

3.036

(359)

29,181

(44)

3,573

(356)

32,354

(522)

3,398

(354)

$34,876

See Notes to Consolidated Financial Statements.
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Th« R«gO Group, Inc.

CONSOLIDATED STATEMENT OF CHANGES IN RNANCIAL POSITION

(In thousands of dollars)
Ytin tndtd Otctmbtr 31.

Sources of working capital
Operations

Net income :.. $ 3,398
Charges (credits) not involving working capital

Depreciation
Deferred income taxes
Pension
Other

Total from operations
Disposition of equipment
Increase in long-term obligation under capital lease.

Total sources

Dispositions of working capital
Purchase of property, plant and equipment
Increase in funds for construction held by trustee ..
Reduction of long-term debt
Payment of preferred dividends
Purchase of capital stock

Total dispositions

Increase in working capital $ 3,482

Change* In elements of working capital
Increase (decrease) in current assets

Cash and investment agreement receivable $ 4,453
Accounts receivable—net
Inventories
Deferred income taxes :
Other current assets

(Increase) decrease in current liabilities
Accounts payable
Income taxes
Accrued liabilities
Current maturities of long-term debt

Increase in working capital
Working capital at beginning of year

Working capital at end of year $31.888

1991

$ 3,398

1.425
26
55
31

4,935
90

5,000

10,025

2.027
3.079
561
354
522

6.543

$ 3.482

$ 4,453
(157)
200
34

(415)

4,115

126
(591)
(152)
(16)

(633)

3.482
28,406

$31.888

(980

$ 3.573

1.171
(6)

154
31

4,923
10

—
4,933

2,939

—401
356
44

3.740

$ 1.193

S 1,251
402
138
156
125

2,072

(456)
(405)
(5)
(13)

(879)

1.193
27.213

$28.406

1979

$ 3.036

1.052
(22)
192
36

4,294
3

—
4,297

999

—362
359
206

1.926

$ 2,371

$ 3.599
1,071
(1,363)
(212)
310

3,405

245
(670)
(596)
(13)

(1.034)

2.371
24,842

$27.213

See Notes to Consolidated Financial Statements.
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Th« RegO Group, Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Tabular amounts are in thousands of dollars, except per share data)

Note 1. Summary of significant accounting policies

The following is a summary of significant accounting policies of The RegO Group, Inc. (the Company). The
Marmon Group, Inc. (Marmon or parent) owns 81.8% of the Company's preferred stock and 92.4% of its
outstanding common stock, representing 91.2% of the outstanding voting interest of the Company. Marmon is a
subsidiary of GL Corporation (GL), which became a wholly-owned subsidiary of New TU, Co. on December 31,
1981 as part of a corporate reorganization.

Consolidation—all subsidiaries are consolidated.

Inventories—are valued at the lower of last-in, first-out (UFO) cost or market.

Property, plant and equipment—are recorded at cost. Depreciation provisions are determined principally on
the straight-line method for assets acquired prior to 1977 and on accelerated methods for subsequent
acquisitions. Expenditures for maintenance and repairs are charged to expense as incurred. Significant
renewals and betterments are capitalized. Gains or losses on disposals are included in earnings.

Deferred income taxes—are provided on nonpermanent differences between financial statement and
taxable income.

Investment tax credits—are accounted for under the flow-through method.

Excess of cost over underlying equity in net assets acquired—the amount shown in the balance sheet arose
prior to 1971 and is not being amortized because, in the opinion of management, there has been no diminution of
value.

Pension costs—are actuarially determined and consist of current service costs, interest on unfunded past
service liabilities and amortization of prior service costs principally over 10 years. Current service costs and
interest on unfunded past service liabilities are funded as accrued and prior service costs are generally funded
over 30 years.

Note 2. Inventories

Inventories valued under the LIFO method were approximately $4,600,000 less than the current cost of
such inventories at December 31, 1981 ($4,075,000 at December 31, 1980). Reductions in the levels of
certain inventories carried at LIFO costs increased 1979 net income by approximately $170.000 ($.05 per
share—primary and fully diluted). The classification of inventories by stage of production is not practicable.

Note 3. Accrued liabilities
December 31,

Compensation

Employee benefits

Product liability .. .

Other

J98T

$ 268

1,049

671

514

J980

$ 347

1.081

563

359

$ 2,502 $ 2,350

Note 4. Long-term obligation*
A. Debt

December 31.
1981

7% convertible subordinated debentures, due January 1, 1990 $2,597

10% first mortgage note, payable in monthly installments of
$28.975 including interest, final payment due April 1. 1990 1,940

Less current maturities

$4.376

2,085

LS 002736

Golc-CDAdm-1751



The RegO Group, Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The 7% convertible subordinated debenture agreement contains covenants which provide, among other
things, that consolidated working capital will be maintained at not teas than $10,000,000 and that the Company
will not pay cash dividends on its common stock or acquire, for cash, any shares of its common stock in excess
of $1,000,000 plus its cumulative consolidated net income, less preferred dividends and net amounts paid for
common stock purchases after November 30. 1969. At December 31, 1981, retained earnings of $14,904,000
were restricted as to the payment of cash dividends on common stock and the purchase of shares of common
stock.

The trust indenture underlying the 7% convertible subordinated debentures provides, among other things,
that the debentures are redeemable at the Company's option at prices ranging from 101% in 1982 to 100% in
1984 of the principal amount of the debentures, and that sinking fund payments of $325,000 are required
annually with an option to make additional annual payments of $325,000 without premium; such payments can be
reduced by the principal amount of debentures acquired by the Company or converted into common stock. All of
the 1982 installment and $128,000 of the 1983 installment have been satisfied. The debentures are convertible
into shares of common stock (subject to anti-dilution provisions) at a conversion price of $10.67 per share.

The net book value of the property subject to the 10% first mortgage note was $675,000 at December 31,
1981.

The aggregate amounts of long-term debt maturing in each of the years 1983-1986 are $375,000 in 1983,
$521.000 in 1984, $542,000 in 1985 and $565,000 in 1986.

B. Obligation under capital lease

In September 1980, the Company purchased $1,050,000 of land and buildings which were refinanced in
February 1981 through an industrial revenue bond. Proceeds of the $5,000,000 bond, due February 1, 1984
with quarterly interest payments at 60% of a specified bank's prime rate, in excess of amounts requisitioned to
reimburse expenditures for the project, are held for investment by a trustee. Property, plant and equipment
financed by the bond ($1,840.000 net book value at December 31, 1981) and funds for construction held by
trustee ($3,079.000 at December 31, 1981) are subject to lien.

Note 5. Income taxes

Through 1980, the Company had been included in the consolidated federal income tax returns of GL. As a
result of a corporate reorganization on December 31, 1981, the Company will be included in the 1981
consolidated federal income tax return of New TU, Co. As a member of a consolidated federal income tax group,
the Company is contingently liable for federal income taxes attributable to other members of the group.
However, QL has indemnified the Company against any such liability.

Under the terms of a tax sharing agreement with Marmon, federal income taxes .are computed as if the
Company and its subsidiaries file a separate consolidated return and liabilities are remitted to, and benefits and
refunds are obtained from, Marmon on this basis.

The allocation of income taxes consists of:
1981 1980 1979

Current

Federal $ 2,566 $ 2.854 $ 2.259

State 415 438 330

Deferred, principally federal (8) (162) 190

$ 2.973 $3.130 $ 2.779

The effective tax rates of 46.7%, 46.7% and 47.8% for 1981, 1980 and 1979, respectively, differ from the
statutory federal rate of 46% principally as a result of investment tax credits ($132,000. $162,000 and $62.000
in 1981, 1980 and 1979, respectively) and state income taxes net of the federal income tax benefits.

The allocation of deferred income taxes results principally from inventory valuation reserves and product
liability allowances.
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The RegO Group, Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Note 6. Pension plan*

The Company has pension plans covering substantially all employees. Pension expense for the years ended
December 31. 1981. 1980 and 1979 was $643,000, $814.000 and $947.000, respectively. The decrease in
pension expense in 1981 resulted from plan amendments and in 1980 resulted from the termination of two plans.
A comparison of accumulated plan benefits and plan net assets for the Company's defined benefit plans at
January 1. 1981 (date of latest actuarial valuation) and January 1, 1980 is presented below.

January ).
(001 1980

Actuarial present value of accumulated plan benefits:
Vested $4.933.000 $4.867,000
Nonvested 552.000 485.000

$5.485.000 $5.352.000

Net assets available for benefits including balance sheet accruals $4.307.000 $3.125.000

The assumed rate of return used in determining the benefits was 7.5%. The costs of the plans are
accounted for and funded based on calculations which use an actuarial method that anticipates future salary
increases, whereas the actuarial present value of accumulated plan benefits shown above does not anticipate
such increases.

Note 7. Contingent liabilities

A number of product liability claims have been asserted and, based upon the Company's historical
experience, additional claims might be asserted two or more years following the alleged product malfunction.
Under the terms of the Company's present primary liability insurance coverage, the Company is liable for an
uninsured deductible portion of $100.000 per occurrence (not to exceed $2,000,000 for any single policy year)
for product liability claims resulting from incidents occurring after August 31, 1980. For the period September 1,
1979 to August 31, 1980, the Company is liable for an uninsured deductible portion of $100,000 per occurrence
for product liability claims (not to exceed $1,500,000). For the period January 1, 1977 to August 31, 1979. the
Company is liable for an uninsured deductible portion of $200,000 per occurrence for product liability claims plus
the next $400,000 or $500,000 of each claim up to an aggregate loss for each year of occurrence of $900,000
or $1,000,000 with respect to claims in excess of $200,000 per occurrence. Prior to December 31, 1976 the
Company does not have a material exposure for product liability claim losses as a result of the product liability
insurance coverage in force at that time.

Allowances are provided when the amount of the product liability toss can be reasonably estimated.
However, management cannot determine the additional losses, if any, that may be incurred. Management
believes that such additional losses, if incurred, could be material.

Note 8. Capital stock

The outstanding preferred stock is entitled to preferential cumulative annual dividends at the rate of $1.00
per share and is redeemable at the Company's option at $37.50 per share, plus unpaid cumulative dividends.
The preferred stock has liquidation rights over the common stock in any final distribution and is entitled to one
vote for each share held. In addition, the outstanding preferred shares are convertible into common shares at the
option of the holder at the rate of one and one-half snares of common stock for each preferred share held,
subject to anti-dilution provisions.

At December 31, 1981, 759,732 shares of authorized but unissued common shares are reserved for
conversion of preferred stock (516,339 shares) and for conversion of the 7% convertible subordinated
debentures (243,393 shares).

Note 9. Net income per common share

Primary net income per share is based on net income and the weighted average number of shares of
common stock and common stock equivalents (shares issuabte upon the assumed conversion of preferred stock)
outstanding during the year.
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Th« RegO Group, Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Fully diluted net income per share reflects the assumed conversion of the outstanding convertible deben-
tures, as if the conversion had taken place at the beginning of the year, and the restoration to income of the
related interest, net of applicable income taxes.
Note 10. Related party transactions

Transactions between the Company and related companies, at prices and upon terms determined by the
parties, include: ,„, >MO ,979

Interest income(a) $4.095 $2,369 $1.640
Management fee charged by MarmorKb) 132 126 116
Product liability insurance expense 269 392 106

(a) The Company has an informal investment agreement with Marmon whereby a portion of the Company's
excess funds are invested by or made available to Marmon. Since February 1981, Marmon has had borrowings
under certain bank credit agreements. While loans under these agreements are outstanding, Marmon intends to
pay interest under the informal investment agreement with the Company at the greater of (i) the rate Marmon
earns on its short-term investments or (ii) the effective rate Marmon incurs on its bank loans. For substantially all
of 1981, the Company earned interest at the effective rate which Marmon incurred on the bank loans (16.5% at
December 31, 1981).

(b) The management fee covers certain services, including general management, personnel, certain insur-
ance, pension plan, legal, accounting and taxation matters and other similar matters which Marmon provides to
its divisions, subsidiaries and related companies.

The Company does not have any other signficant transactions with Marmon or other related companies
other than certain expenses which are directly attributable to the Company and which are paid by Marmon and
charged to the Company, federal income taxes (Note 5) and purchases, as shown in the accompanying
consolidated statement of income.
Note 11. Industry Segment Information

The Company, which does not have foreign operations, has operated in one industry for each of the last
three years—the manufacture and sale of pressure regulators and other devices used to control the flow of
gases and liquids. A signficant portion of the sales are to the propane, construction and plumbing industries.

Export sales to the following geographic areas were: 19gi 19go 1979

Canada $2.586 $2,427 $2.473
Central
Europe

and South America .

d Far East
ind Near East
Ongdom

2,670
547

. . 1,191
591
258

1.439
902

712

605

388

880

454

841

256

251

$7.843 $6,473 $5.155

12. Quarterly Data (unaudited)
Outrtur Ended

March 31. June 3O. September 30. 0«c»mb»r 31.

Net sales
Gross profit
Net income
Net income per common
share

Primary
Futtv diluted

190!

$ 11.548
2409

845

.20

.19

i960

$ 12,023
2753

906

.28

.27

1961

$11,652
2,831

792

.25

.24

I960

$ 12.118
3,093

835

.26

.25

i96r

$11,402
2,640

921

.29

.27

I960

$ 10,728
2.644

736

.23

.22

1961

$11,728
3.278
1.040

.33

.31

i960

$11,293
3.509
1.096

.34

.32

Inventory adjustments increased fourth quarter net income by $460,000 or $.15 per snare ($.14 on a fully
diluted basis) in 1981 and by $500,000 or $.16 per share ($.14 on a fully diluted basis) in 1980.
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REPORT OF CERTIFIED PUBLIC ACCOUNTANTS

The Board of Directors
and Shareholders

The RegO Group, Inc.

We have examined the consolidated balance sheets of The RegO Group, Inc. (the Company) at December 31.
1981 and 1980, and the related consolidated statements of income, shareholders' equity and changes in
financial position for each of the three years in the period ended December 31. 1981. Our examinations were
made in accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the circumstances.

As described in Note 7, the Company is subject to possible losses relating to uninsured product liability claims. It
is not possible at this time to determine the additional losses, if any, that may be incurred.

In our opinion, subject to the effects of such adjustments, if any, as might have been required had the ultimate
resolution of the matter discussed in the preceding paragraph been Known, the statements mentioned above
present fairly the consolidated financial position of The RegO Group, Inc. at December 31, 1981 and 1980. and
the consolidated results of operations and changes in financial position for each of the three years in the period
ended December 31, 1981, in conformity with generally accepted accounting principles applied on a consistent
basis during the period.

ARTHUR YOUNG & COMPANY

Chicago, Illinois
March 17. 1982
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SELECTED FINANCIAL DATA

(In thousands of dollars, except per share data)
Year* tndod Docttnbtf 3i.

1981 1980 1979 1978 1977

Net sales $46.328 $46.162 $42.607 $35,010 $34.324
Net income (Notes A and B) 3.398 3.573 3.036 1.733 2.245
Net income (loss) per share

Primary 1.07 1.12 .95 .51 .68
Fully diluted 1.02 1.06 .90 .49 .65

Cash dividends per common share — — — — —
Total assets 53.881 46,206 42.407 39.094 38.121
Long-term debt and obligation 9,376 4,937 5.338 5,700 6.307

(A) Reductions in the levels of certain inventories carried at LIFO costs increased 1979 net income by
approximately $170,000 ($.05 per share—primary and fully diluted).

(B) The adoption of the LIFO method of inventory valuation reduced 1977 net income by $891,000 or $.27
per share ($.24 on a fully diluted basis).

MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

1981 vs. 1980
Working capital increased 12% or $3,482,000. A $5,000,000 industrial revenue bond was issued in early

1981. A portion (approximately $2.000,000) of the proceeds was used to refinance the 1980 acquisition of, and
the 1981 purchases of equipment for, the new facility in North Carolina for the manufacture of small valves and
regulators. The balance of the proceeds is being held by a trustee, in income-producing investments, pending
future equipment purchases. Such funds plus amounts expected to be generated from 1982 operations should
be adequate to meet the Company's 1982 capital needs.

Net sales were flat between 1981 and 1980. Selective price increases were made where operating costs
constituted a major component of the product cost. Selective discounting of brass fittings, where declining
material costs were a major factor, was necessary during the year.

Gross profit as a percentage of sales decreased from 26% to 24% due to the start-up costs at the North
Carolina plant and increased sales discounts.

Selling and administrative costs increased, reflecting significantly higher costs associated with product
liability claims as well as increased marketing expenses.

Increased interest income is the result of a larger amount under the informal investment agreement, higher
interest rates in effect throughout much of 1981 and the additional income earned on funds held for future
construction by trustee.

Management programs to lessen the effects of inflation consist of selective price increases to the extent
allowed by competition, upgrading of production facilities to achieve greater efficiency and cost reduction
programs.
1980 vs. 1979

Working capital increased 4% or $1,193,000. Accounts receivable increased primarily due to higher selling
prices, although the number of days sates outstanding in accounts receivable decreased slightly. Inventories and
accounts payable-trade increased due to higher costs of raw materials. Inventory turnover increased as a result
of increased unit volume while maintaining controlled inventory levels.

In September 1980, the Company purchased land and a building in North Carolina (see above).
Net sales increased 8% for all of 1980. Gains were made in the first half of 1980 from higher unit volume of

liquified petroleum gas (LPG) products. However, demand returned to 1979 levels during the second half of
1980. Selling price increases initiated during the second quarter were partially offset by selective discounting of
selling prices of brass fittings later in the year.

Gross profit as a percentage of sales increased slightly from 25% to 26% as higher raw material costs
were offset by increased volume and selling prices, which in turn were offset somewhat by selective price
discounting.

Selling and administrative costs increased, reflecting higher litigation and insurance costs for product liability
and preoperating costs at the new facility in North Carolina.

Increased interest income reflects the high interest rates in effect throughout much of 1980.
The effective income tax rate decreased primarily as a result of increased investment tax credits.
Order backlog at the end of the year dropped 11%, reflecting lower customer demand resulting from general

economic conditions.
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